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)\\ SIXTY YEARS... 
: ) AND THE BEST IS YET TO COME 


Goodyear's early experiments 
with balloons paved the way for 
today's giant airships 


GOODYEAR-BUILT AIRSHIPS ... 
Sky Sentinels For America’s Defense 


builds GEDA. an analeg 


- 


Back in 1914, Goodyear manufactured the first kite 
balloons to be used by the British in World War I. 

Today, Goodyear Aircraft Corporation produces a 
wide variety of equipment vital to national defense. 
Versatile radar airships built by Goodyear are the 
U.s. Navy's newest airborne all-weather sentinels. 
Through planned diversification, this division’s activi- 
lies have been broadened to include missile guidance 
and ground support systems, rocket boosters, large 
radar antennas, jet engine thrust reversers, a complete 
“escape capsule” for jet airmen, the one-man heli- 
copter and inflatable airplanes. Goodyear Aircraft also 


computer, and supplies flight 
simulators for the armed forces. 


Everywhere, in the air. on land and sea. you will find 
Goodyear products serving the nation. This diversified 
output includes tires ... industrial rubber goods . . . 
aviation and aircraft products ... foam products . . . 
. shoe products 


films and flooring .. . chemicals . . 


. metal products ... and many more for growing 
markets here and abroad. 
. . a 


It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Watch *'Goodyear Theater’’ on TV 


every other Monday 9:30 P.M. EDT. 











Those Two Important Words 


on Your Telephone 





, Electric is the manu- 
facturing and supply unit of the Bell 
System. Its specialized abilities in 
these fields and the efficiencies and 
economies of centralized operation 
have proved of great value over 
many years. 


There’s a distinct advantage for 
telephone users in the fact that 
Western Electric works for the most 
part only for the Bell System, and 
for the U. S. Government when 
called upon. 


Because defense and telephone 
service are so vital, Western Electric 
must manufacture for the utmost in 
dependability and long life without 
compromise anywhere along the line. 


The repeater units in the new 
underseas cables are one example of 
how Western Electric must build for 
long, trouble-free service. 


A further advantage is the way re- 
search and manufacturing are tied 


BELL 


WESTERN ELECTRIC means efficiency, quality and long life in telephone equipment 
All are reflected in the speed, clarity and dependability of your telephone service 


together. Being a part of the Bell 
System, Western Electric can work 
closely with the Bell Telephone 
Laboratories and the local telephone 
companics. 


Western Electric must be ready 
at all times to produce 200,000 kinds 
of apparatus and component parts 
for telephone equipment. It also 
purchases for the Bell System, dis- 
tributes supplies, and installs central 
office equipment. 


Western Electric maintains thirty 
two warehouses strategically located 
throughout the country. You have 
seen dramatic evidence of the benc 
fits of this arrangement in fire, flood, 
hurricane and other emergenci 
They are important also in plans fot 
national defense. 


There are great values in the 
No other 


way would work: out half so well for 


Western Electric setup. 


telephone users and the nation 


TELEPHONE SYSTEM 








Avco directs a missile from the ground-up! From research to hardware, every phase of missile- 
making must be rigidly controlled, examined and re-examined. At Avco, the talents of five great divisions 
are organized into disciplined teams, each highly skilled and operating at peak efficiency. Avco systems 


management is geared to the new Space Age .. and to its demands for speed and perfection. 


reo 


AVCO MAKES THINGS BETTER FOR AMERICA / AVCO MANUFACTURING CORPORATION / 750 THIRD AVENUE, NEW YORK 17, N. Y. 
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Bumper Share Crop 


However the stock market exits 
from 1958 four months hence— 
like a snorting bull or a growling 
bear—it will almost certainly be a 
mighty winded animal. That, at 
least, was the outlook when, at 
press time last month, the New 
York Stock Exchange closed its 
books on still another day of brisk 
volume, in which 
more than three 
million shares 
were traded. At 
that pace, we 
reckoned, 1958 
might prove to 
be the biggest 
volume year 
since the wild 
trading spree of 
1955, when 649,- 
602,291 shares 


1955 





nothing whatever in common, this 
year’s investor is apparently show- 
ing a good deal more selectivity. 
But is today’s market really as 
hectic as the rash of three million- 
share days might indicate? A look 
at the record shows that 1958 may 
only be the product of a kind of 
investment inflation. For all the 
shifting around 
of shares, the fact 
is that there are 
actually 
issues listed on 
the Big Board 
today than in 
1955. Current 
count: 1,515 vs 
1,526. 
Since 
years ago, no 
fewer than 205 


1958 


fewe1 


three 








traded hands. 

Just to make sure, we checked 
with an informative chap down at 
the Big Board. Sure enough, we 
learned, 1958 is setting latter day 
trading records, although compared 
with the frenetic market of three 
years ago it is strictly an also-ran. 

As of late August, the Big Board 
had recorded 26 days this year in 
which trading volume had ex- 
ceeded three million shares, and 
four of those had actually seen 
more than four million shares 
bought and sold. By itself, an im- 
posing record. 

Yet at the same date in 1955 
there were 47 days in which three 
million shares or more changed 
owners. What's more, while 1958's 
volume has already reached 413,- 
467,791 shares, it is still 21 million 
shares behind 1955's feverish pace. 

The Best Sellers. On the other 
hand, the three top best-selling 
stocks of 1958 thus far have it all 
over 1955’s trio of best sellers in 
terms of sheer trading activity. 
Through the first half of this year, 
Royal Dutch Petroleum, P. Loril- 
lard and American Motors saw a 
total of 11,322,800 of their shares 
traded, while three years ago the 
Pennsylvania Railroad, Baldwin- 
Lima-Hamilton and the New York 
Central racked up a total volume 
of only 10,674,900 shares. If nothing 
else, since 1955's big three were all 
tied in one way or another to the 
rails, and since 1958's top trio have 
70 Fifth Ave 
1879 Subs 


New 


York 11, N. Y 


ription $6.00 a year 


Entered as second- 


in 


stocks have split 
2-for-1 or better on the New York 
Exchange, thus swelling the supply 
of shares available for trading. In 
the past three years, the total num- 
ber of shares outstanding on the 
Big Board has mushroomed from 
3,474,580,806 to 4,903,009,938 
Buyers Wanted. Nevertheless 
while there are a lot more shares 
around than there were three years 
ago, and a good deal more stock- 
holders on hand to buy them, it is 
no secret that a_ considerable 
amount of the buying and selling 
is being done these days, not by 
the small independent 
but by the well-heeled funds and 
other 


investor, 


institutional accounts 

So far this year, the funds’ bank- 
rolls available for new investment 
alone have grown by than 
$135 million per month 

Smaller private investors 
been a lot inclined to get 
aboard the buying bandwagon. As 
the odd lot trading statistics show 
(see page 17), smaller-unit traders 
bought 1958's first 
half, but have since been sellers on 
balance. 

Actually, odd lotters are becom- 
ing less important in the market, 
as shown by the fact that the pro- 
portion of odd lot trading to total 
trading has fallen off sharply. Ove 
recent years, they have normally 
accounted for about 10°, of trading 
they now 
8.5%. 


more 


hav e 
less 


cautiously in 


account for less than 


lass matte eptember 
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Drilling for Oil with a Budget 


NOT MANY YEARS AGO an oil producing company would 
drill a well whenever it had the money and a lease. 
Sometimes the well came in with a good showing of 
oil. Other times the well might produce gas. Very 
often the well was dry. 

LUCK WAS THE LADY drillers depended upon to bring 
them the favor of oil. Luck was good to many. An 
individual driller, with a few good wells and no dry 
holes prospered quickly. Soon a growing company 
would emerge from his drilling effort, with many 
individuals finding themselves with good employment. 
Many thousands of others became stockholders to share 
in this business of service and progress. 

TO THOUSANDS OF OTHERS Lady Luck was a myth. 








After 





too many dry holes quite a few oil men were broke, 
and many a budding oil company closed its doors. 





| World): ‘ 
| sion [has] refused to reopen the Okla- 
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TODAY drilling for oil is much more scientific. 

There are many methods of surveying the land for 
possible oil or gas. Certainly, many dry holes are 
still drilled every year, but percentages are going 
down, especially in proven and semi-proven areas. 
SUNRAY MID-CONTINENT maintains a large geological 
department. The company uses independent survey 
companies to plot leases before rigs are set up. The 
company also budgets money to be used for drilling at 
the start of each year. There is no hit or miss 
spending which might weaken the financial stability 
of the company. Forecasts, which have always proved 
to be very reliable, are made to determine the amount 
of production expected during every twelve month 
period. 

THIS YEAR Sunray set up an exploration and production 
budget for 1958 of approximately $50,000,000. For 
this money the company expects to get about 300 
drilling completions, some oil, some gas and some dry 
holes. With this planned program Sunray is on safe 
ground and should end the year with the amount of new 
0il and gas production expected. 





D-X is the brand name of quality products manufactured 
by D-X Sunray Oil Company, a wholly-owned subsidiary 


SUNRAY MID-CONTINENT 


O6€ Company 


GENERAL OFFICES — SUNRAY BUILDING — TULSA, OKLAHOMA 
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READERS SAY 


Oklahoma Okay 


Sm: I read with interest your article 
concerning Oklahoma Natural Gas Co. 
(“Trouble in Paradise,” Forses, July 
15). As you can see from the attached 


| newspaper clipping, we are still whis- 
| tling—but the darkness has turned to 
| light. 


—H. A. Epprins 
President, 
Oklahoma Natural Gas Co. 


| Tulsa, Okla. 


Reports a clipping (from the Tulsa 


‘The state corporation commis- 


homa Natural Gas Co. rate case, reject- 
ing all protests against the $4.3 million 
increase awarded ONG last December.” 
Forses, which had pointed out the chal- 
lenge these protests posed to ONG’s fu- 
ture earnings, congratulates Eddins & 
Co. on their good fortune—Eb. 


Copper Legacy 


Sm: The article “The Mettle of Phelps 
Dodge” (Forses, Aug. 1) deserves rec- 


| ognition for directing attention to the 


significant factors in the economy of the 
copper industry. 

Phelps Dodge management has earned 
a distinguished name. . . . Its enviable 
cash position frees the company from 
incurring such costs as interest on debt 


| in the process of exploration and devel- 


opment projects. 
Permit me to suggest that several of 
these favorable characteristics were in- 


| herited during the 1920s when P-D ac- 
| quired the Arizona Copper Co. This was 
| a Scottish company whose directors and 
| shareholders established a pattern in the 
| successful financing of exploration and 


development, as well as in the profitable 
extraction of ores. 

—CoLvILLE MacDouGALL 
San Diego, Calif. 


Debits & Credits 


Srr: In Sidney B. Lurie’s column in 


| the Aug. 1 issue of Forses, he refers to 


“the debit side of the ledger,” listing var- 


| ious points. Then he refers to “the as- 


set side of the ledger,” listing a more 
favorable item. To me, as an account- 


ant, he is referring to the same side of 
| the ledger account, as asset values are 


recorded on the debit side. 
F. G. MARSHALI 
Buffalo, N. Y. 


Says Mr. Lurie: “The phrases should 
have read ‘debit side of the ledger’ and 
‘credit side of the ledger,’ respectively.” 
—Eb. 


Mutual Fund Survey 
Sim: We are concerned with one slip 
in your mutual fund survey (ForBEs, 


Aug. 15). You list Canada General 
Fund’s gain as 91% while actually it 
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is about 54%. No Canadian fund was 
able to achieve a 90% gain since 1954. 


—Goprrey Howarp 
New York, N. Y. 


ForsBes’ arithmetic was quite correct, | 


but mutual funder Howard has a point: 


as a non-dividend-paying NRO Cana- | 


dian fund, Canada General was started 


in June, 1954, as Forses indicated. But | 
the Forses figures for its bull market | 


showing included the results of a pred- 
ecessor fund which began in 1952. Had 
we shown Canada General on the same 
basis as its NRO competitors, its bull 


market showing would have been just | 


$154.27 rather than $191.01.—Ep. 


Sir: I have read Forses’ 1958 Mutual | 
Fund Survey with a great deal of inter- 


est and have also examined rather 
closely the statistical comparisons. This 
is very well done, and Forses deserves 
congratulations for it. 


—Francis S. WILLIAMS | 


President, 


Chemical Fund, Ince. | 


New York, N. Y. 


Str: You list Consumers Investment 
Fund as having a loading charge of 
8.5%. Actually, the charge is 8%... . 

—Grecory HANKIN 
President, 
Professional Investment 
Management Co. 
Washington, D. C. 


Str: My congratulations on your mu- 
tual fund issue. I have enjoyed your 
previous articles on this same subject as 
well. 

I note [however] that you have based 
the loading charge percentage on the 
offering price of the shares and not on 
the net asset value which should be the 
true measure. I believe you will agree 
that a $5 stock sold for $10 has a loading 
charge or commission of 100% and not 
50%. . 

—R. P. MARSHALL 
Assistant Treasurer, 
International Nickel Co., Inc. 
New York, N. Y. 


The loading charge percentage could 
obviously be based on either figure, al- 
though the funds themselves and the 
investment community in general nor- 
mally base it on the offering price. 
Reader Marshall might note that Forses 
did not allow for loading charges in its 


performance calculations, since we were | 


measuring management skill rather than 
investment results.—Eb. 


Str: You have incorrectly listed the 
assets of the Massachusetts Investors 
Trust. .. . Our net assets are in excess 
of a billion dollars and should have been 
reported . . . as $1,149.8 million under 
the heading “Net Assets (millions) .” 

—Rosert W. Lapp 
Secretary, 
Massachusetts Investors Trust 
Boston, Mass. 


Forses’ apologies for a misplaced dec- 
imal point to the billion-dollar MIT.— 
Ep. 
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When is the Time to Buy? 


Many people think it’s a broker’s job to issue public pronounce- 
ments answering that question. 

We’re brokers, but we don’t think that’s our job. 

Because the question is one that can be answered only in terms 
of the individual investor. 

When is the time to buy securities? 

Whenever an investor has free funds on which he can earn a 
better return over the long pull by investing them in securities 
than he can by putting them into any other form of investment. 

That means weighing such factors as current dividend rates — 
4%, 57% or 6% — the yields on other forms of investments or 
savings, and the comparative records of stability for such pay- 
ments. (Over 300 stocks on the New York Stock Exchange have 
paid dividends for 25 years or more). 

Finally, it means showing due regard for one factor that’s vital 
in any security purchase—careful selection to minimize the ever- 
present risk. 

In that selection, we'll be happy to give you all the help that 
we can. Simply address a letter to— 


ALLAN D. GULLIVER, Department $D-77 


Merrill Lynch, Pierce, Fenner & Smith 
Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 

Offices in 112 Cities 





You can have a 

supervisor ride 

on every truck 
for little more than 


2¢ per trip! 


sancamo FACHOGRAPH reports all 


starts, idling, stops, speeds of entire run 


You can get facts... at low cost ... when you equip trucks with 
TACHOGRAPHS. It’s like having your fleet supervisor ride on 
every trip... without leaving his desk. 

Before each run, or at the beginning of each day, a chart is placed 
inside the Tachograph mounted on the dash. A complete graphic 
record of time of operation, duration of stops, speeds and distances 
traveled is automatically recorded on the chart. 

Charts give graphic reports of every run .. . help cut unscheduled 
stops, let you plan better routing, help control the speed of vehicle, 
lower your operating costs by encouraging savings on gas, oil, 
tires ... help make your drivers more safety conscious 

Bulletin SU-3 tells how TACHOGRAPHS can improve your fleet 
operation, Mail the coupon for your copy. 


CHART TELLS ALL 


eeoeeeee eee eee eee eeeeeeeeeeeeeese 
Wagner Electric @rporation 
6382 PLYMOUTH AVE. « ST. LOUIS 14, MO. 
Please send a copy of Bulletin SU-3 
Name 
Company — 
Address _ 
Oa — 
We operate. ; Vehicles ¥ 
































The American Tobacco Company gratefully acknowledges the 
Distinguished Service Award presented to its Research Laboratories 
by the Virginia Academy of Science. 


This is the first time that the Academy, with its more than 1,000 


members representing all branches of science in Virginia, has named 
an industrial research laboratory for one of its highest honors. 


LUCKY STRIKE + PALL MALL «~ HIT PARADE HERBERT TAREYTON DUAL FILTER TAREYTON 
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“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


THE WORM IN THE CHERRY BLOSSOM 


TOK YO—Within the next few months there will go 
on sale in Manhattan the first models of a compact, four- 
cylinder, four-passenger car called the Datsun. The Dat- 
sun is made here in Japan. Everything in it is Japanese, 
including the design and engineering. In terms of the 
300,000 or so foreign-made cars which Americans will 
drive out of the showrooms this year, the Datsun is not 
likely to burn up the road in sales. But symbolically the 
shiny little motor car dramatizes the distance Japan 
has sped along the road of industrialization. A mere 
century ago Japan was as isolated and feudal as Tibet 
in our time. Then came Commodore Perry’s ships and 
the commercial treaty that U.S. Consul General Townsend 
Harris worked out with the Japanese in 1858. Ten years 
later the Japanese broke the bonds of feudalism with the 
Meiji restoration and catapaulted into the modern world 

Today, as the Datsun shows, Japan is on a level where 
it can strive to compete with the precision, mass-produc- 
tion products of Detroit, Coventry, Turin and Wolfsburg 
Even more revealing, however, is the Datsun’s sales pitch. 
The car is priced to sell for several hundred dollars more 
than France’s Renault or Germany’s Volkswagen. It’s 
sponsors are not counting on low price to make thei: 
sales; they plan to emphasize instead craftsmanship- 
hardly the quality for which cheap Japanese goods were 
famous—or notorious—before 
World War II. 

The Datsun symbolizes the 
economic miracle whose con- 
sequences I have witnessed in 
Japan. Not even Germany’s 
resurgence was made against 
such improbable odds. In 1946, 
Japan’s factories were in ruins, 
its transport paralyzed. Yet 
barely a dozen years later, 
Japan has boosted its industrial 
production to two-and-one- 
half times the prewar level. In 
chemicals and machinery Japan 
has raised production five-fold. 
Its steel industry is capable of 
turning out an annual 13 mil- 
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JAPANESE CRAFTSMEN: 
Their Country's Greatest Asset 


lion tons, ranking it just behind France as the fifth largest 
in the world. As an industrial nation Japan probably 
ranks ninth in the entire world today. 

Economically, Japan has raised itself from the depress- 
ing depths of Asian poverty that surrounds it. If the 
islands’ recent per capital income of $299 pales beside the 
U.S. $2,043 or Great Britain’s $900, it is astoundingly 
high for Asia; India, by contrast, produces just $52 a year 
per head of its teeming population. This rate of production 
has brought with it a standard of diet, health and medi- 
cine that promises today’s new-born Japanese child a life 
span of 60 years as against the Indian’s 30 years and puts 
it within shooting distance of the American’s 70. 

With this has come a sometimes startling degree of 
westernization in Japanese social and political life. In its 
sometimes ludicrous extremes, it takes the form of Tokyo’s 
Ginza, with its pinball parlors and strip-tease joints that 
makes our own Times Square seem sedate. Shops express 
their modernity by splurging on neon lighting. Many of 
Japan’s million TV aerials rise from the roofs of humble 
thatched-roofed cottages. And Tokyo's coffee houses and 
nightclubs are filled with Japan’s own version of the 
“beat” generation; young men with their hair heavily 
greased, wearing the typical short raincoats and string 
ties; and their pony-tailed girls, wearing slacks or print 

dresses and trying for all the 

world to look like protagonists 

of a Francoise Sagan novel 
rather than the inheritors of 
an ancient Asian culture 

However ludicrous this may 
look, it is only one surface 
symptom of some very pro- 
found and basically desirable 
changes that have swept Japa- 
nese society. Women have been 
emancipated. Democracy, if not 
yet firmly rooted, has made re- 
markable strides. Some 40 mil- 
lion Japanese, or about 76% 
of those eligible, voted in last 
May’s elections—which means 
that they take their franchise 





considerably more seriously than we Americans do. 
Relative though it is, Japan’s new prosperity is broadly- 
based. More than five million small businessmen and 
self-employed persons and 17 million peasant small- 
holders give the: island nation a balance-wheel middle 
class. Even the poorest classes have at least a share 
in the prosperity. Thus allowed to share in the fruits 
of industrialization, the current generation of Jap- 
anese have shown themselves remarkably deaf to the type 
of demagoguery that is all too prevalent in other Asian 
The right-of-center Liberal Democratic Party 
of business-minded Premier Nobusuke Kishi won a 287 
seat majority in the May, 1958 elections to the Diet; the 
Communists were left at the post, winning one seat out 
of 467. Anti-Americanism has definitely diminished. 
There is little doubt about it. We Americans can be 
proud of the part we played in the postwar resurgence of 
Japan. However critical Japanese on occasion can be of 
their “MacArthur constitution,” 
basic democratic tenets. 


nations. 


they seem to accept its 
U.S. aid, precept and example 
have played a major role in the recasting of Japanese life. 
U.S. forces in Japan, as typified by the men of Vice Admi- 
ral Wallace Beakley’s Seventh Fleet, have been outstand- 
ing examples of how uniformed Americans abroad can be 
immensely effective goodwill ambassadors. 


PREMIER KISHI (BR) & 
FRIEND 


It would be pleasant to end the story here. I would 
like to leave with a picture of prosperity and stability 
in the land of the cherry blossoms. Unfortunately that 
cannot be the case. There is a very large and very ugly 
worm in the cherry blossom: Japan is perhaps the most 
seriously affected victim of the seemingly incurable 
imbalance in world trade. To some extent the worm has 
been hidden. For in helping to put Japan back on its feet, 
we have bound its economic fate very close to our own. 
In buying $1.5-billion worth of U.S. goods last year, the 
provided jobs for 250,000 Americans. They 
were, after Canada, the best customers we had. 

In return we bought only $636 million worth of goods 
from Japan. Only heavy spending by U.S. defense forces 
there kept Japan solvent. Even so, the nation ran an 
over-all trade deficit of an astounding $1.4 billion. 

It is all very well to preach that the Japanese are 
living “beyond their means.” Such platitudes do not solve 
Japan’s troubles—or the U.S.’ dilemma. The fact is that 
Japan must keep prosperous. Unless she does, we may 
lose the arsenal and workshop of the Far East. 

Without more trade the Japanese will always live “be- 


Japanese 
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A BUSTLING STREET SCENE 
ALONG TOKYO'S GINZA 


yond their means.” In a land smaller than California, only 
15“ of it arable, 90 million vigorous, intelligent people 
are crowded and struggling for a livelihood. It is land, 
moreover, that nature has deprived of natural wealth. 
Japan must import almost all of its iron ore, one third of 
its coal and 20% of its very food. 

Almost Japan’s only important asset are its people, 
hard-working, quick-learning and ingenious. It is no 
secret that the Japanese work for extremely low wages. 
But low wages are not always enough to guarantee Jap- 
anese businessmen low costs. The fact that they have to 
bring their raw materials great distances and that they 
are almost chronically short of capital in some industries 
more than cancels out the advantages of low labor costs. 
Japanese steel, for example, is made from imported ore 
and imported coke in plants that are not always the latest 
word in steelmaking. Result: the steel that goes into the 
Datsun costs more than that which goes into a Chevrolet. 

Complicating the problem is the attitude of Red China. 
Miffed at Japan’s refusal to recognize their regime, the 
Reds have started open economic warfare. 

The U.S., of course, cannot afford to see the Japanese 
forced to knuckle under to the Red Chinese. Neither can 
we afford to lose this $1.5-billion-a-year customer. But 
there is no easy answer to the problem of what to do 
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TRADING FLOOR, 
TOKYO STOCK EXCHANGE 


about Japan’s economic dilemma. If the Japanese try to 
sell us more tuna or more women’s blouses, they step 
hard on the toes of competing U.S. manufacturers—and 
no one can blame the injured industries for squawking. 

One proposal that finds considerable support in Japan 
is that she step up her trade with the underdeveloped 
nations of Asia and Africa. This would be encouraged by 
granting liberal credits to these relatively poor countries. 
The US., in its turn, would help finance the credits. This 
is an imaginative proposal, but it raises a number of diffi- 
cult problems. Still it is worth looking into. 

So is anything else that may help Japan build her 
exports. Just because Japan’s troubles are economic does 
not give us any good excuse to regard them as less press- 
ing. Stability and prosperity in Japan are every bit as 
important to us as stability and prosperity in the Middle 
East—or anywhere else. Obviously, 
solution to the problem of Japan’s dollar gap. But we 
can be sure of one thing: the Japanese are not looking 
for a dole and will do everything possible to help them- 
selves. The valor and vigor of their postwar recovery 
and the persistence of their salesmen are testimony to that. 


there is no easy 
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A good school year 
often starts 
in the doctor's office 


Your child will soon be off to 

school—with thirty-nine and one- 

half million other children—the 
largest enrollment in our country’s history. 

Naturally, you hope your child will stay well and 
do well throughout the school year. To help him do so, 
why not take him to your doctor now—before school 
opens—for a thorough health examination? 


This is important for all children, but doubly so for 
the “beginner” who may be exposed for the first time 
to the communicable diseases. The child should be 
protected against whooping cough, polio, diphtheria, 
smallpox and tetanus. 

If he has already had “shots” for these diseases, it 
may be time for “booster doses.”” These increase pro- 
tection or hold it at such a level that the child is more 
able to resist the disease to which he is exposed. 


A pre-school check-up may reveal unsuspected de- 
fects of the eyes or ears. A child who has impaired hear- 
ing or vision cannot do his best work at school. Besides 
getting low marks, he may become discouraged or at 
best have difficulty in making adjustments. 

Your doctor can also advise you about improving 
your child’s health habits to increase resistance to colds 
and other respiratory infections that keep so many 
children away from their classrooms. 

What about older children—teen-agers especially? 
They, too, should have health examinations. The doc- 
tor’s advice on physical development and emotional 
problems can ease many worries that beset adolescents, 

When parents, doctors, and teachers work together, 
the school years can be made more healthful. 

Metropolitan offers you two free booklets on the 
health of both younger and older school-age groups. 
Check the booklet or booklets you want. 


ta MUTUAL insurance 
d | ible Avo, New Yor« 10, N.Y. 
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Metropolitan Life Insurance Company 
1 Madison Ave., New York 10, N. Y. 
Please send me the free booklets 

(0 “ABC's of Childhood Diseases,” 
9-58-F. 


(CD “Understanding Your Teen-Ager,” 
9-58-F. 


Name 
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A NEW CONCEPT OF EXECUTIVE ENVIRONMENT 


... dramatically achieved through the tasteful inter- 
mingling of exciting new materials, colors and design. 
Limitless in variation, Italic Styling can be tailored to 

the precise character of the business — the personality 


and taste of the executive. 


To acquaint yourself with this magnificent furniture, the 
focal point of Italic Styling, and our complete interior 
design services, call your GF dealer or branch, 

or write for your full-color Italic Styling brochure. 
GF Studios, Dept. G-14, Youngstown 1, Ohio. 
Division of The General Fireproofing Company. 


i Ltalic Styling BY GF STUDIOS 
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SULPHUR 


THE HOT CASE OF 


ORBES 


Business & Finance 


VOL. 82, No. 5 September 1, 1958 


BRIMSTONE ECONOMICS 


Price competition is hot as Hades in the once 


profitably serene sulphur business. 


But cool- 


ing zephyrs of change are in the air. 


Nort Far from the tiny town of New- 
gulf, Texas, huge golden bars lie un- 
protected on the flat, humid plains. 
Like other such piles along the Gulf 
Coast, no roof or walls protect them. 
Sometimes the rain soaks down in 
hard beating sheets. Then the sun 
bakes into them. Altogether, the bril- 
liant piles represent a $60 million in- 
ventory: some three million tons of 
golden-bright pure sulphur, the equiv- 
alent of roughly a full year’s produc- 
tion for its owner, the Texas Gulf Sul- 
phu.Co.,* the world’s largest producer. 
Blistering Problem. Such huge in- 
ventories represent a blistering prob- 
lem in brimstone economics for folksy, 
plain-spoken Fred M. Nelson, 61, 
Texas Gulf Sulphur’s chairman. His 
problem is not to protect his sulphur, 
but to sell it. Rain and sun have no 
effect on sulphur. But demand, which 
could easily melt these huge blocks in 
short order, most definitely does. 
This year the demand simply is not 
there. With industry shipments run- 
ning an estimated 12.4% behind a year 
ago in 1958’s first half, production at 
Texas Gulf’s huge sulphur-rich Boling 
Dome deposit was idling along last 
month at a lazy 25°, of its peak rate. 
Even worse, price competition in sul- 
phur has gotten as hot as Hades. 
Nelson is not sweating out this pip- 
ing problem in brimstone economics 
all by himself. At Freeport Sulphur, 
Texas Gulf’s biggest competitor, Chair- 
man Langbourne M. Williams faces 
similar huge stockpiles of sulphur 
at the very time he is expanding capac- 
ity. As a result, no one in the sulphur 
business has escaped the blistering 
*Texas Gulf 


NYSE. Current 
(1958): high, 2315; 


Sulphur Co., Inc. Traded 
price 2254. Price range 
low, 15. Dividend (1957): 
$1.75. Indicated 1958 payout: $1. Earnings 
per share (1957): $1.75. Total assets: $116.5 
million. Ticker symbol: TG. 
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blast of price competition. In an ex- 
treme case, one U.S. producer, in order 
to clinch a small sale abroad, recently 
slashed his quote to just $20.87 a ton, 
a price that gives other sulphur pro- 
ducers hot flashes of pain. Meanwhile 
in Mexico, construction of a new sul- 
phur plant is being supervised by a 
man who only last year headed his 
own company—the first U.S. Frasch 
process sulphur producer to go out of 
business in more than a quarter of a 
century. 

Cooling Zephyrs? Yet this murky 
atmosphere of distress shows some 
faint signs of clearing up. For some 
insiders claim to see the first gentle 
cooling zephyrs of change stirring 
through sulphur markets. At an 
average $23.50 a ton f.o.b. mine, com- 
pared with $26.50 a ton a year ago, 


MISSISSIPPI SULPHUR BARGE: 
the flow is sluggish 


sulphur has become an attractive buy 
for anyone who can use it. Moreover, 
the recession-somnolent chemical in- 
dustry, the sulphur producers’ biggest 
customer, is stirring vith new life. 
Thus analysts suspect that the mineral 
the Bible calls brimstone may itself 
be in for a rousing upturn. For when 
the U.S. chemical industry is healthy, 
Some 
80°. of all sulphur output goes to make 
sulphuric acid, perhaps the most im- 
portant building block of 
chemistry. 

As a result, Wall 
Street analysts now predict that the 
time is only a few months away when 
U.S. sulphur producers will be able to 
boost their prices by from $2 to $3 
a ton. 


so are the sulphur producers 


modern 


some optimistic 


If so, they will have recouped 
virtually their price 
losses, re-established the golden con- 
ditions that have traditionally 
sulphur production one of the 
spectacularly profitable businesses in 
the world 

Opportunity & Impasse. Nel- 
son, an innately man, 
shares some of this optimism. but not 
all. “A number of our customers,” he 
says, “are beginning to talk about 
long-term contracts for the first time 
in many months.” But Nelson also is 
impressed with the uncertainties 
“One little thing happens somewhere 
around the world,” he adds 
bang!—everything changes.” 

Yet if the world can stand still, the 
sulphurmen are likely to meet little 
opposition to a price rise. Says Stuart 
Dorman, president of Mexican-based 
Gulf Sulphur Corp: “I don’t find sul- 
phur buyers worried about the price, 
only about what their competitors are 
paying.” 

Naturally, as producer of roughly 
half the U.S.’ entire sulphur output, no 
one would benefit more from a price 
hike than Nelson’s Texas Gulf Sulphur. 
But there is also another reason. For 
while Freeport and the other producers 
would have to share any 
roughly fifty-fifty in the form of royal- 
ties with the owners of their sulphur 
deposits, Nelson 
partners. 


entire recession 


made 
most 


Even 


conservative 


“and 


increase 


silent 
Paying virtually nothing in 
royalties, he would be in a happy posi- 


has no such 
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TEXAS GULF’S NELSON 


FREEPORT’S WILLIAMS 


PAN AM’S WEBB 


GULF’S DORMAN 


the problems were blistering, the competition hot as Hades 


tion of banking the entire increase, 
no small sum when multiplied by an- 
nual sales of some three million tons. 

Nevertheless, Nelson is not entirely 
convinced that the price can be raised. 
At least, he does not plan to take the 
lead himself. “If we were to boost the 
price,’ he says flatly, “our customers 
would simply buy sulphur from some- 
body else. There is a competitive im- 
passe facing us—and I would be afraid 
to try it.” 

Brimstone Brouhaha. Any such “im- 
passe”—a relatively mild word for the 
peculiar brouhaha now raging in 
brimstone—is something entirely new 
for Fred Nelson and Texas Gulf Sul- 
phur. Once upon a time, Texas Gulf 
Sulphur bestrode Texas’ fabulously 
rich Boling Dome and U.S. sulphur 
production in lonely splendor. In one 
of the simplest and most profitable 
ventures in all U.S. industry, its sole 
job was to pump sulphur up out of 
the biggest and richest sulphur de- 
posit in the world. Boling Dome pro- 
duction to date: 50 million tons, repre- 
senting $426 million in profits after 
taxes, with at least another 40 million 
tons to go. 

Amazingly, producing this golden 
flood is no trick at all. Using the 
Frasch process, a mere handful of 
technicians simply pump boiling water 
into the huge underground dome to 
melt its sulphur, after which com- 
pressed air forces the molten sulphur 
to the surface (see diagram). Virtu- 
ally pure as it comes out of the ground, 
the sulphur then can be stored any- 
where, unhoused and unprotected, until 
it is shipped out. “Our cash,” observes 
Nelson with a smile, “just flows into 
those piles, and from there it flows 
out of the piles to the banks.” 

Traditionally, Texas Gulf’s profits 
have been as golden as its sulphur 
stockpiles. Until recently, competition 
in sulphur has been strictly limited; 
rarely did the four U.S. producers of 
Frasch sulphur 


invade each 


natural sales territory 


other's 
It all added up 


to a rich vein of profit. Aided by a 
23% depletion allowance, Texas Gulf 
Sulphur regularly showed net operat- 
ing profits of better than 50c on each 
dollar of sales, a rate even an oilman 
or chemical maker might well envy. 
By comparison, Freeport’s net operat- 
ing profit ran to 30c or more, and 
Jefferson Lake Sulphur’s to 25c or 30c, 
with Duval in the same bracket. 
South of the Border. But this golden 
applecart was violently upset when 
three brothers named Brady pushed 
their way into the jungle growth of 
Mexico’s steamy Isthmus of Tehuan- 
tepec. Wildcatters who had hunted 
oil all over the Gulf Coast, the brothers 
had stumbled across a dusty, long- 
forgotten geological map which showed 
no oil in Tehuantepec but sulphur 
signs aplenty. Operating on a shoe- 
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FROM PENNIES 


For sulphurmen, earnings come 
from one of the simplest (and low- 
est cost) operations in all industry: 
they merely pump hot water down 
a shaft to force high-profit sulphur 
up. 
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string, the brothers prospected the 
jungle, in 1952 found rich new domes. 
That done, they began prospecting 
Wall Street and Houston money marts 
for the cash to work their deposits. 

The fruits of their labor were three 
small companies, all traded in the 
over-the-counter market: Pan Amer- 
ican Sulphur, Mexican Gulf Sulphur 
and Gulf Sulphur Corp.* One of them, 
Mexican Gulf, was unable to get its 
dome working properly and went out 
of business at a heavy loss to investors. 
But Gulf and Pan American, now 
headed by a onetime Texas Gulf pub- 
lic relations man named Harry Webb, 
were rousing successes. They both had 
one aim: the rich U.S. markets so long 
held by the four U.S. companies. 

There was one way to do it. Aided 
by low foreign shipping rates, the 
Mexicans cut the price of sulphur. 
Fred Nelson refused to follow. “It’s 
hard to cut the price on three million 
tons of sulphur,” he explains today, 
“just to prevent somebody else from 
stealing away 25,000 tons of sulphur 
business.” 

But in sheer self-preservation, Free- 
port’s Williams and the two other U.S. 
producers could afford no such hesi- 
tation. Result: a strange game of 
competitive musical chairs in which 
American producers fought for each 
other’s customers. Finally last Sep- 
tember, Fred Nelson slashed his price 
by $3 a ton. Growled he later: “There 
comes a time when you have to sep- 
arate the men from the boys.” 

Texas Target? It is no secret that in 
this brimstone brouhaha Texas Gulf 
was harder hit than anybody else. 
For one thing, Pan American’s Harry 
Webb knew all his ex-employer’s cus- 
tomers and lost no time contacting 
them. For another, Texas Gulf’s East 
Coast markets proved to be far more 
vulnerable than Freeport’s Mississippi 


*The brothers Brady have since largely 
bowed out of «hese companies, preferring to 
live on their sulphur royalties, variously esti- 
mated at $1,200 to $2,000 a day and taxable at 
low Mexican rates 





River Territory. The Mexican pro- 
ducers had no trouble invading the 
Atlantic Seaboard, but Freeport’s ter- 
ritory was a tougher nut to crack, in- 
volved the expense of transferring sul- 
phur from ocean-going ships to river 
vessels. Asa result, Texas Gulf’s earn- 
ings in this year’s first half dropped 
to 69c a share, compared with $1.10 a 
year ago and $1.48 a share in the first 
half of golden 1956. By comparison, 
Freeport’s first half net dropped only 
from $2.66 a share to $2.37. 

Thus as Fred Nelson and the other 
sulphur producers mull over chances 
of a price rise, they also must consider 
the new complexion of their industry. 
As Seymour Schwartz, an indepen- 
dent sulphur consultant, puts it: 
“Right now, the competition in sul- 
phur is still flaming hot.” 

Mexican Hayride. In light of that, is 
this a time to raise sulphur prices? 
Probably the final answer rests with 
the Mexican producers, who have most 
to gain from free-for-all price com- 
petition. And one thing is clear about 
them: they have been girding them- 
selves for a long battle. Thanks to the 
brimstone brouhaha, Pan American’s 
Harry Webb, with 30 million tons of 
proven or possible reserves under- 
ground, last year accounted for no less 
than 11% of the industry’s sales, 
totaling 6.1 million long tons of ele- 
mental sulphur. At that rate, Webb 
was still far behind Fred Nelson’s 
massive 41% and Freeport’s 35%, but 
had already displaced Jefferson Lake 
(three per cent of industry output) as 
the No. Three producer. 

It had, moreover, taken him just 
four years to do it. In those four years 
Pan American’s production has sky- 
rocketed from 31,000 long tons to 
723,000 tons a year. “Even if Ameri- 
can producers tried to drop the price 
to $12 a ton,” believes one Wall Street 
analyst, “Pan Am is strong enough 
financially to keep up with them.” 

Meanwhile, Webb has scored another 
telling point. As it comes from the 
ground, Mexican sulphur is “dark” 
(because of various impurities), thus 
sells for $1 a ton less than the USS. 
producers’ “bright” sulphur. Webb, 
however, has now developed a cheap, 
efficient filtering process which brings 
the Latin sulphur up to well beyond 
the 99.5% purity of the American 
product. Nevertheless, Webb still sells 
it for a $1 discount, expects to market 
an even brighter filtered sulphur with 
no immediate price change. 

Gulf Sulphur’s Stuart Dorman, 
meanwhile, has also been visibly 
strengthening his own hand. Origi- 
nally, Gulf ran into reported troubles 
in steaming up its dome, the most dif- 
ficult phase in sulphur production. In 
the process, control of the company, 
which was known as “the Bradys’ 
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SULPHURMEN IN LOUISIANA: 
know-how is the key 


baby,” passed from them to the Hud- 
son Gas and Oil Corp., a $30-million 
(total assets) Shreveport-based oil 
and gas producer. Now, Gulf has 
righted itself. Reports Dorman: 
“We've finally gotten a lot of our pro- 
duction troubles straightened out.” 

Production figures verify that. For 
the last two months, Gulf has been 
pumping up an average of just under 
900 tons of sulphur a day where pre- 
viously its production had run to only 
600 tons a day, with some periods as 
low as 500 tons (break-even point: 
600-700 tons). “We're trying,” says 
Dorman, “to insure an average of 1,000 
tons a day and hope for 1,200. Every 
ton we've produced, we've sold.” 

Digging In. Fred Nelson and the 
other Americans, however, have been 
just as busy digging in. One big Texas 
Gulf advantage: the ease with which 
Boling Dome can be worked. All- 
important is the sulphur-water ratio, 
the biggest single cost in producing 
sulphur. Trade sources estimate that 
Fred Nelson can pump up a ton of 
sulphur with 1,300 gallons of hot water, 
vs. 1,300 to 1,600 gallons for Pan Amer- 
ican and 1,600 for Gulf. 

The American producers have cer- 
tain other very real advantages. Fo 
one thing, they enjoy a 23%, depletion 
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SULPHUR WELL DERRICKS: 
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allowance; the Mexicans have none. 
This allowance helps the Americans 
keep down their tax payments, where 
Harry Webb and his confreres must 
pay 45°. of their pretax profits to the 
Mexican government. Moreover, 
royalty charges are very small on most 
U.S. sulphur domes. Texas Gulf, for 
example, paid Gulf Oil, discoverer of 
Boling Dome, in stock for the deposit. 
Webb, on the other hand, must pay 
the Mexican government a 15% roy- 
alty, with another $1.50 a ton going 
to previous holders of the concessions. 

Armed with such basic advantages, 
the American producers have been 
carrying the fight to the enemy. To 
hold their foreign markets, for ex- 
ample, where the Mexicans have cut 
a wide swath, they have re-formed the 
Sulphur Export Corp. Under the pro- 
visions of the Webb-Pomerene Act, 
through a corporation of this type, 
American companies can legally com- 
pete as a team in foreign markets. 
Dissolved during the sulphur shortage 
of the Korean War, its membership 
now consists of Texas Gulf, Freeport, 
Jefferson Lake and Duval. 

Thanks to this joint export arm, 
American producers no longer have 
to compete against each other abroad. 
Sulphur Export enables them to pool 
orders, and to cut down on shipping 
costs. This is no mean advantage. By 
way of comparison, Webb or Dorman 
may ship a 3,000-ton load abroad at 
a cost of $5 or $6 a ton; but by jointly 
sending an 18,000-ton load the Ameri- 
cans can cut their transportation costs 
to around $3.50 a ton 

Sulphur Step-up. Surpluses notwith- 
standing, American producers also 
increasing their sulphur 
In Texas, Fred Nelson has 
opened a new Frasch-process plant at 
Fannett Dome, which can produce 
400,000 to 500,000 tons of sulphur a 
year 


have been 


supplies. 


In Mexico, he has started pro- 
ducing at a 100,000 ton-a-year rate at 
the Nopalapa Dome 
that Nopalapa _ re- 
quired 3,300 gallons of water to bring 


Though rumors 


once circulated 


? ~ ee tna 
was the golden flow tarnished? 





up a ton of sulphur, Nelson denies that 
this figure is anything like the truth. 
“Our Mexican production is high cost,” 
he admits, “but that is only because it 
is rather small.” 

Texas Gulf has also found a second 
Mexican dome, a really huge deposit 
at Texistepec, which it is not working 
at present. Nelson’s competitors, who 
study his every move, have mixed 
feelings about the threat this involves 
to them. On the one hand, they argue, 
Texistepec could take the place of Bol- 
ing when that magnificent mount fi- 
nally spews up its last ton of sulphur. 
On the other hand, no dome can 
really be evaluated until its Frasch 
plant has been built atop it and put 
in operation. “It could be a lemon,” 
argues one competitor, perhaps hope- 
fully, “full of tar and other junk.” 

At Freeport Sulphur, Langbourne 
Williams has been equally active. Un- 
like Nelson, Williams has always had 
to prowl the swamps of Louisiana for 
sulphur, and the experience has stood 
him in good stead. Where Freeport 
has learned to use salt water in the 
Frasch process, Texas Gulf waded into 
the unfamiliar waters of the Gulf of 
Mexico and nearly drowned. Looking 
for sulphur, it found none and lost 
$7 million. 

Williams is still pursuing under- 
water profits at Louisiana’s Lake Pelto, 
and seven miles off the coast of Louisi- 
ana he has begun construction of a 
$30 million sulphur plant to exploit 
a new dome discovered by Humble 
Oil. By 1960, this mound probably 
will produce about 1,000 tons of sul- 
phur a day. “Actually,” says Morgan 
Davis, Humble president, “we think it 
is large enough to support twice that 
amount, but certainly 1,000 tons.” 

Some sulphurmen predicted 
that mining seven miles out in the 
Gulf would require at least $28 a ton 
sulphur for Freeport to break even. 
Others, however, are not so sure. For 
one thing, they note, Freeport can use 
directional drilling tactics. Moreover, 
it can burn the cheap natural gas pro- 
duced in the area, no minor factor in 
a business where fuel is 25° of the 
production cost. 

Of Metals & Miners. Williams has the 
added advantage in this new Mexican 
War of not being wholly dependent on 
sulphur for his profits. In the early 
1930s, Freeport ventured into man- 
ganese production, followed its nose 
into nickel, oil and gas in the 1940s. 
In the mid-1950s, it branched out into 
potash, and last year Williams started 
up nickel operations in Cuba and 
added cobalt to his mineral mix. 
The nickel-cobalt expansion gave him 
a double advantage: his new concen- 
trating plant alone will use 160,000 tons 
of sulphur a year. “Life is full of un- 
expected happenings,” 


have 


explains Vice 
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LOADING SULPHUR IN MEXICO: 
brouhaha in brimstone 


President John C. Carrington. “We've 
always wanted other strings to our 
bow.” 

At Jefferson Lake Sulphur, Presi- 
dent Eugene Walet Jr. has followed a 
similar sort of reasoning. His com- 
pany, now fourth in sulphur produc- 
tion, has gone venturing into oil and 
gas production, also installed a pat- 
ented Rotasorber process for obtaining 
natural gasoline and LPG from natural 
gas. From there it was only a short 
step into petrochemicals such as 
cresylic acid and sodium sulphide. 

Nelson may well one day follow this 
lead (Texas Gulf already produces a 
small amount of oil), but he does not 
contemplate any production mix as 
wide as Freeport’s. “The only way to 
diversify,’ he contends, “is where you 
can diversify in your own business, or 
you find yourself competing with your 
own customers. But we'll develop 
anything we can find if it’s related to 
our industry—sulphite ores and py- 
rites, for example.” 

A Darkening Cloud? Nelson, Wil- 
liams and Walet have also diversified 
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BORDER 


CONFLICT 


Prime problem of U. S. producers of 
Frasch sulphur is the invasion of their 
markets by Mexican sulphurmen. 
From virtually a standing start in 
1954, Mexican output has grown to 
almost a quarter of the U. S.’ 
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into another field, one which actually 
worries them quite a bit these days: 
the extraction of sulphur from oil and 
gas. As prickly as the Mexican com- 
petition has been, the extraction proc- 
ess could one day be an even worse 
threat to traditional production meth- 
ods. One trade source, in fact, esti- 
mates that Canada will produce two 
million tons of sulphur a year from 
natural gas by 1962. Meanwhile Jef- 
ferson Lake’s Walet is already pro- 
ducing 175 tons of Canadian sulphur 
a day “at an operating cost per ton as 
low as .. . anywhere in the world.” 

Cost is exactly what is worrying 
the Frasch producers, despite their 
own participation in the new industry. 
“Is it an absolute by-product of gas?” 
asks Fred Nelson. “If so, your sulphur 
charges would be zero. It’s either the 
cheapest sulphur product in the world 
or the most expensive.” 

At present, the market for recovered 
sulphur is limited by high freight 
charges. One educated estimate has it 
that the direct cost of making a ton of 
sulphur in a large plant in Western 
Canada ranges from $2 to $4 a ton; 
shipping it, however, costs from $12 to 
$15 a ton. Nevertheless, the mush- 
rooming recovery plants (one of the 
largest is at Tidewater’s new Delaware 
refinery) gradually are closing up the 
sulphur markets near them. 

Normal economics aside, recovered 
sulphur is a real threat, as every 
Frasch processor well knows. Every 
refinery operator must pull this sul- 
phur out of his oil and gas, and there 
are only three things he can do with 
it: burn it, bury it or sell it. “Thus,” 
says Fred Nelson firmly, “byproduct 
sulphur will be sold on the market re- 
gardless of the price—even if 
have to sell it at 50c a ton.” 

The Road Ahead. Nevertheless, the 
sulphurmen are still watching those 
faint cooling zephyrs. And they have 
one big consolation in their present 
troubles: the fact that sulphur serves 
a host of industries, ranging from 
chemicals to oil refining, from rubbe1 
to paper and from paints to steel. An 
upturn in only a few of these would 
benefit the sulphurmen even before the 
buyers themselves felt it. “Custom- 
ers,” notes Fred Nelson, “have been 
buying on a hand-to-mouth basis.” 
Once sulphur starts moving ahead 
again at its usual 3% a year growth 
rate, producers feel the market will 
absorb even the newest producers’ 
output. 

In the meantime, the sulphur pro- 
ducers are watching both their chemi- 
cal industry customers and each othe1 
with hawk eyes for signs of a price- 
raising pick-up. As Freeport’s Car- 
rington puts it: “It’s not a question of 
who takes the lead in raising prices, 
but of who follows.” 


they 
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ODD LOT TRADING 


FULL OF DOUBTS 


Normally buyers, odd lotters 
have met the market rise 
since mid-July with persistent 
—and surprising—selling. 





Not since late 1954, when the stock 
market was taking off on a bull mar- 
ket spree, had analysts of odd lot 
trading seen anything like it. In a rare 
burst of pessimism, for more than a 
month investors who buy and sell in 
odd lots (i.e., less than 100-share 
units) have been solidly on the selling 
side of the market. Stranger yet, the 
selling came at a time when the mar- 
ket was staging a phenomenal 30- 
point rise. 

Unaccustomed Bears. For the odd lot 
crowd, it was a surprising about face. 
All through the winter and into early 
summer, odd lot traders had stuck 
firmly to the buying side, taking in 
more stock than they were letting 
out. In so doing, they had flouted 
“expert” Wall Street opinion, and 
their faith had been amply rewarded. 
While most professionals were look- 
ing for a severe drop in a market they 
regarded as plainly too high, odd lot 
buyers reaped the profits of a 40-point 
rise that by mid-July carried the 
Dow-Jones Industrials to 480. 

But from that point on, things 
changed fast. A leopard cannot per- 
haps change his spots, but odd lot 
traders could obviously change their 
minds. By mid-August, they had 
shifted solidly to the selling side and 
had remained there for more than a 
month. On one typical day when the 
market was hovering around 510, they 
sold 114 shares for every 100 they 
bought—an oddly bearish attitude in- 
deed for the normally bullish odd lot- 
ter, famed for his willingness to 
absorb stock through thick and thin. 

There was, to be sure, a limit to odd 
lotters’ bearishness. Willing as they 
were to take profits on equities bought 
at lower prices earlier in the year, odd 
lotters were clearly shunning the short 
side. Actual short selling in odd lots, 
unlike the professional short position, 
was at a bare minimum. Fewer than 
five shares in every thousand odd 
lotters sold were sold short. 

The Show Me Crowd. What had hap- 
pened to cause this spectacular—and 
rare—turnabout in odd lotters’ psy- 
chology? Actually, nobody had a 
completely satisfying answer. But 
there were some persuasive explana- 
tions to be had from odd lot analysts. 
For one thing, having outsmarted the 
professionals earlier in the year, odd 
lotters had profits well worth protect- 
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PESSIMISTS 


While the market was making a 
phenomenal 30-point rise from mid- 
July to mid-August, odd lotters were 
plainly skeptical, made their first sus- 
tained shift over to the selling side 
since 1954. 


Industrial 


i Odd Lot Index 


ing. For another, professional opinion 
having been wrong once on the bear- 
ish side, odd lotters might well be 
skeptical of it when it swung belatedly 
to the bullish. Or as sideliners who 
value the odd lotters’ wisdom less 
sanguinely viewed it, Wall Street’s 
“expert” skepticism may at last have 
caught up with the odd lot contingent. 

Whatever the reason, however, by 
last month odd lot traders had clearly 
adopted a “show me” attitude that was 
strictly from Missouri. And in so 
doing, they had taken a very rare po- 
sition as sellers on balance. But their 
views carry a lot less weight than 
formerly, when they accounted for 
10% of trading; now it is only 8.5%. 


TENNESSEE GAS’ SYMONDS: 
for his pipeline, a new glow 


NATURAL GAS 


UP FROM 
THE CANVAS 


In the bruising slugfest for 
Chicago’s big gas market, it 
was the Memphis Decision 
last month that floored the 
odds-on favorite. 





NATURAL gas pipelining is a profitable 
business but no one has ever said it 
was an easy way to make money To 
cook up profits the would-be pipeliner 
must turn up a promising market, ink 
long-term contracts that will provide 
him with an ample supply of gas. 
These things accomplished, he then 
must win the right to build his trans- 
mission lines. Getting the permission 
usually involves beating out rivalry 
and going through seemingly endless 
regulatory proceedings 

Squaring Off. Lately the chief bat- 
tleground where pipeliners have been 
slugging it has been in the Midwest 
Back in 1955, aggressive Gardner 
Symonds, president of Houston’s Ten- 
nessee Gas Transmission Co.,* an- 
nounced plans to build a 2,000-mile 
duct from his main line in Tennessee 
to the Canadian border. Symonds’ in- 
tent was clear. He wanted to feed in 
gas from both ends, send it rushing 
into Chicago, a big market and one far 
“We've al- 
ways wanted to get in there,” said Sy- 
monds, “They’ve got a fuel 
shortage.” 

But Symonds was not the only outfit 
with an eye on the Chicago market 
Peoples Gas Light & Coke Co.,+ an 
integrated gas firm already entrenched 
in Chicago, had plans of its own. James 
F. Oates Jr., then chairman of Peoples 
Gas, worked out a deal with Colorado 
Interstate Gas Co which Colo- 
rado would provide large quantities 
of the fuel and the two firms would 
construct $182 million in pipelines to 
carry it. Was Symonds ready to 
provide a 400 million cubic foot daily 
capacity? Oates 
bring 485 million cubic 
each day into Chicago 

Tables Turned. After 
brawling in the Federal Power Com- 
mission, Peoples Gas seemed to be 
gaining ground. Last October Chair- 
man Eskil I Bjork succeeded 


short of being satisfied 


terrific 


unde! 


was prepared to 


feet of gas 


months’ of 


(w ho 


*Tennessee Gas Transmission Co 
NYSE. Current price: 31. Price range (1958) 
high, 3134; low, 2514. Dividend (1957): $1.17 
Indicated 1958 payout: $1.40. Earnings pet 
share (1957): $1.75. Total assets: $1,097 mil- 
lion. Ticker symbol: TGT 


Traded 


‘Peoples Gas Light & 
YSE. Current price: 43. Price range (1958) 
high, 487,; low, 37. Dividend (1957): $2. Indi- 
cated 1958 payout: $2. Earnings per share 
(1957): $3.01. Total assets: $1,096.8 million 
Ticker symbol: PGL 


Coke Co. Traded 
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LAYING A TENNESSEE GAS TRANSMISSION PIPELINE: 


Oates in mid-1957) finally got approval 
for his project from FPC examiner 
Glen R. Law. Although this did not 
count Symonds out, it certainly had 
him on the ropes. 

But a good pipeliner never knows 
when to quit. Symonds kept trying 
and before long the tables began to 
turn. When the Memphis Decision 
came into effect, implying that many 
past rate increases would have to be 
refunded, no two companies in the 
industry were harder hit than Colo- 
rado Interstate and Peoples Gas. Bjork 
could no longer estimate his financial 
requirements with any accuracy. That 
meant Peoples Gas would have to think 
twice about raising its share of the 
$182 The two-way project 
seemed to be foundering. 

The Catbird Seat. Then came an- 
other blow to Symonds’ rivals. Colo- 
rado Interstate, beset by its own fi- 
nancial had found another 
good customer for its reserves, began 
negotiating to deliver 200 million cubic 
feet a day to California-supplier El 
Paso Natural Gas. 

Recognizing these unhappy realities 
Bjork last month pulled in his horns, 
cut his big project down from 485 
million to just 107 million cubic feet 
daily. Lamented he: “Suppliers of gas 
for such a large project cannot be ex- 
pected to withhold indefinitely such 
gas from the market.” 

All this was good news for Gardner 
Symonds. His midwestern pipeline 
took on a sudden glow. Although 
Tennessee Gas executives had an 
official “no comment” for the press, 
it was obvious that Symonds now had 
the only major program at hand which 
would bring new gas into Chicago. 
Tennessee Gas had not yet been given 
the go-ahead by the FPC, but its odds 
had improved immeasurably. Thanks 
to that burdensome legal technicality, 
the Memphis Decision, Gardner Sy- 
monds apparently had gotten off the 
canvas to score a TKO. 


million. 


troubles, 
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clearing a new right-of-way? 


AIRCRAFT PARTS 


INSTRUMENT 
APPROACH 


call Lear, Ine. 
more. But its 





You can't 
“little” any 


growth has not solved all its 
problems. 


For engineer-sales executive Richard 
M. Mock, 1948 is a memorable year. 
It was then that Inventor-Founder 
William P. Lear raised Mock to the 
presidency of Santa Monica, Calif.’s 
Lear, Inc.,* and himself stepped up to 
chairman. But the year is engraved 
in Dick Mock’s memory for yet an- 
other reason. Lear was caught in the 
aviation industry's postwar letdown. 
After a big wartime boom, Lear, like 
many another military supplier, had 
run up a string of deficits. At the 


Stock Ex- 
Price range (1958) 


*Lear, Inc. Traded American 
change. Current price: 7 
high, 742; low, 414. Dividend (1957): 30c. In- 
dicated 1958 payout: none. Earnings per share 
(1957) : 36c. Total assets: $33.0 million. Ticker 
symbol: LEA 


LEAR’S MOCK: 
cost reduction was the answer 


end of 1948, Lear and Mock reported 
a paltry $5.3 million in sales, a loss 
of $700,000. 

For what business there was, Lear 
was forced to compete with such big- 
ger companies as Bendix Aviation 
and Garrett Corp. In the past, thanks 
to the inventive genius of Founder 
Lear, Lear, Inc. had proved nimble 
enough to snag more than its share of 
military orders. But Mock and Lear 
were now faced with a dilemma: 
how to keep the company in the black 
until military orders picked up again 
They turned to pulling new products 
off the drawing board, soon started 
sales rising. At the same time they 
clamped a lid on costs, earned a small 
profit in 1949, suffered but a $22,000 
loss in 1950. 

Controlled Flight. Having solved the 
problem of survival, Lear was ready 
when the Korean War broke out. In 
one year the firm’s volume trebled. 
By 1954 Lear could report new rec- 
ords in sales ($54.2 million) and net 
profit ($2.2 million). With its gyro- 
scopic devices and indicators going 
into such best-sellers as Boeing's 
B-52 bomber and North American 
Aviation’s F-86 fighter, Lear netted 
more than 4c on the sales dollar—a 
margin rarely attained by even the 
largest planebuilders. 

Dick Mock was especially proud of 
his company’s efficiency. “Our cost 
reduction,’ boasted he, “has made 
Lear outstanding as a low cost pro- 
ducer of complex electronic equip- 
ment.” But as it must to all defense 
suppliers, a cost squeeze soon camé 
to Lear, Inc. To keep abreast of the 
industry’s racing technology, Lear and 
Mock had to relax their cost controls, 
make huge outlays for 
and development. 
margin narrowed. 
important military contracts were 
cancelled, Lear’s vaunted profit per 
dollar of sales dipped to just 1.3c 
Although Lear and Mock again in- 
creased sales (for the ninth time in 
as many years), Lear’s earnings pe! 
share were the lowest since 1950. 

Changing Weather. Last month, for 
a welcome change, Mock seemed fi- 
nally to be reversing their sinking 
profit curve. Reporting first half re- 
sults, Mock announced that sales had 
dipped 15% to $29.3 million but that 
net profit had gained a mighty 93°, 
to $630,000. 

There was, however, one unhappy 
bit of flotsam that remained in the 
wake of Lear’s three-year profit 
plunge. Somewhat strapped for cash, 
the board had decided to do away 
with the 30c annual dividend paid 
since 1954. And Mock and Lear with 
an expansionist glint in their eyes, are 
offering little hope for early resump- 
tion of the payout. 


engineering 
Year by year, the 
In 1957, as many 
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BUILDING MATERIALS 


DOUR DIVIDEND 


Taciturn U.S. Gypsum had 

some good news last month 

but did its best to play it 
down. 





Wuat with Standard & Poor’s report- 
ing no less than 544 dividend cuts or 
omissions in the first seven months of 
this year, it has hardly made news 
when a company cut its dividend. 
But after a dozen months of recession, 
when a company actually raises its 
dividend, that is news. Last month 
Chicago’s United States Gypsum Co.* 
made news. From his Loop offices, 
60-year-old Chairman Clarence H. 
Shaver announced that Big Gypsum’s 
directors had declared an unseasonal 
increase in their extra dividend. 

The Big Surprise. The 35c extra rep- 
resented a 15c increase over the extra 
20c Shaver paid at the same time 
last year. But surprisingly, cautious 
Clarence Shaver was upping his pay- 
out at a time when his earnings were 
not up to snuff. For the first six months 
of 1958, despite a sales jump from 
$120.5 million to $122.6 million, Shav- 
er’s net had fallen 8.2% to $2.13 a 
share. Second quarter net, moreover, 
was down 8.5% from 1957. 

What, then, was behind the un- 
timely largesse of ultra-conservative 
USG’s move? The Department of 
Labor last month provided one pretty 
good clue. In July, revealed the La- 
bor statisticians, the annual rate of 
housing starts throughout the nation 
climbed to 1.16 million—highest since 
January, 1956. For the month itself, 
builders started work on 26,000 more 
houses than one year ago. U.S. Gyp- 
sum products—including such non- 
gypsum lines as metal lath, paints and 
insulation—were pouring into those 
new homes. 

Cautious Confidence. Business in the 
Midwest was so good, disclosed Tex 
Shaver, that Big Gypsum had just 
authorized a new, full-size gypsum 
plant in Sperry (near Burlington), 
Iowa. “It'll provide gypsum products 
for 40,000 homes,” glowed Shaver. 
“You could call it a gesture of our 
confidence.” Big Gypsum, which 
trimmed its sails smartly last year by 
reducing capital outlays from $34.8 
million in 1955 and $28.4 million in 
1956 to $10.2 million, was showing 
confidence enough by boosting ex- 
penditures to an estimated $18 mil- 
lion in 1958. 


*U.S. Gypsum Co. Traded NYSE. Current 
price: 8912. Price range (1958): high, 93; low, 
6512. Dividend (1957): $2.75. Indicated 1958 
payout: $2.90. Earnings per share (1957) 
$4.78. Total assets: $279 million. Ticker sym- 
bol: USG. 
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U.S. GYPSUM’S SHAVER: 


no drumbeater, he 


But U.S. Gypsum would not have 
been U.S. Gypsum had it been loudly 
beating its drum over the prospects. 
Tex Shaver was his usual care- 
ful self. “All the extra dividend 
means,” he argued, “is that it’s our 
present intention to level out pay- 
ments to stockholders this year, pay- 
ing a little more now and a little less 
later, matching our 1957 dividend.” 

In fact, despite a heartening pickup 
in sales in his third quarter, Shaver 
professes still to be worried about his 
net profit margin, which so far this 
year has shrunk 1.5 percentage points 
from the lush 15.6% of 1957. “We're 
probably the most cost-conscious 
company in building materials,” he 
confessed, “but we’re feeling the profit 
squeeze, too. We'll probably earn a 
little less this year than in 1957.” 

But Wall Street tends to take Tex 
Shaver’s caution with at least as much 
salt as it reserves for the optimism of 
more flamboyant corporate chiefs 
Knowing brokers were betting that 
the spurt in homebuilding would put 
plenty of Christmas Tex 
Shaver and his earning 


spirit in 
board. By 


only a “little less” than 1957's $4.78 a 
share, Big Gypsum, debt-free and 
cash-rich, is obviously in a position 
to be more generous with stockhold- 
ers. Up from a 1958 low of 65% last 
month, USG at 93 was at an alltime 
high and seemed determined to hit 
the 100 mark 


BUSES 


ACKERMAN FOR 
GENET 


When it tried to break into 

car rentals, Greyhound Corp. 

missed the bus. Chief cas- 
ualty: Arthur Genet. 


LoncTIME busman Frederick W. Ack- 
erman, 63, into the 
seat at the ailing Greyhound Corp 

last month, replacing railroadman 
Arthur S. Genet who had been called 
in from a Chesapeake & Ohio vice 
presidency just 32 months before to 
show the run thei: 
rushed off 


moved driver's 


busmen how to 


own business. Genet had 
in all directions at once. He shook 
up Greyhound’s supervisory staff 
consolidated 13 operating divisions into 
seven, laid out nearly $42 million 
for 1,000 new Scenicruisers, $20 mil- 
lion for terminal facilities, put 
Greyhound’s moving and 


new 
restaurant 
black. If all this 
were not enough for one man, Genet 
plunged Greyhound $50-million deep 
into the fast-growing and _ highly 
profitable rent-a-car business 
Mounting Misfortune. Yet afte: 
years of housecleaning, Genet 


businesses in the 


two 


had 


*Greyhound Corp 
price: 155,. Price range (1958) 
low 1433. Dividend (1957) $1 
1958 payout: $1. Earnings per 
$1.22. Total assets: $289 millior 


bol: G 


Traded NYSE. Current 
high, 167% 
Indicated 
Share (1957) 
Ticker sym 


U.S. GYPSUM PLANT (PLASTER CITY, CALIF.): 


with confidence, new capital outlays 
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managed to accomplish little that 
could be put in a dividend envelope. 
To pay for all his projects, Genet had 
boosted Greyhound’s long-term debt 
by 47.8% to $101 million, drawn 
down working capital from $24.7 mil- 
lion to roughly half that amount. 

Gross had indeed risen 36% to $308 
million between 1955 and 1957. But 
profits rose only 4%, to $13.4 million. 
Admittedly, 1957 had proven an in- 
ordinately difficult year: the oncoming 
recession sent all Greyhound’s divi- 
sions reeling in the last quarter. Most 
disappointing of all, the rent-a-car 
division, set up in early 1956, was 
heavily in the red. 

This year, as a hard winter ampli- 
fied the effect of the recession, Grey- 
hound’s fortunes. turned steadily 
downward. Losses on the rent-a- 
car division mounted. Result: a 
13c-a-share loss in the first quarter, 
a 17c-a-share profit for the first half, 
vs. 26c a share the year before. 

In Goes the Towel. At this point, 
Genet, who held a $90,000-a-year, 
five-year contract, threw in the 
towel. The company gallantly in- 
sisted he had not been fired. Genet 
had resigned, the announcement said, 
to attend to his “personal business 
interests.” But whatever the cir- 
cumstances of Genet’s departure, his 
successor, formerly boss of Grey- 
hound’s western division, left no 
doubt that he was out to reverse 
some of Genet’s policies. “We're de- 
voting most of our attention these 
days,” said Ackerman, “to the rent- 
a-car business. We've made some 
drastic changes. Our trouble was that 
we tried to cover too much ground 
too fast.” 

Other than the car rental business, 
however, Ackerman felt that Genet 
left Greyhound in good shape. “I'd 
say that, considering our losses on 
the rent-a-car business,” he said, 
“our prospects for the last half look 


GREYHOUND EX-PRESIDENT GENET: 


Millions of Dollars 


CHEMICALS 





CASH STILL 
FLOWING 


At first glance, Dow Chemicol's earn- 
ings statement this year may have 
shocked some of its stockholders, for 
net income was down $8.4 million, or 
15.4%, vs. 1957. But actually Dow’s 
cash flow was nearly as great as the 
year before. Reason: its huge depre- 
ciation throw-off of $82.4 million, up 
1% from 1957. And Dow’s operating 
profit margin of 27.3% compared re- 
spectably with last year’s 29.5%. 


Total Cash Flow 
a 

















cay od 


1956 1958 
very favorable. Buses, restaurants, 
household moving are all doing ex- 
tremely well this year.” 

Without the  rent-a-car losses, 
added Ackerman, “1958 would have 
been the best year in Greyhound’s 
history, except for the war years.” 
And even with them, Ackerman pre- 
dicts, 1958 will not prove, over-all, 
a bad year. “Earnings will be just a 
shade under last year,” he says. 

One More Year. As for the car 
rental business, Ackerman gives it 
until next year to get into the black. 
“If not,” says he, “something else will 
have to be done. I don’t believe in 
keeping anything around that doesn’t 
make money.” Did that include Mr. 
Genet? “Mr. Genet,” Ackerman says 
casually, “did very well with buses.” 


NEW PRESIDENT ACKERMAN: 


“something else” may have to be done 
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THE ICEBERG 


Dow Chemical’s Leland Doan 

cried poor mouth last month, 

but Wall Street wasn’t too 
worried. 


PATIENT, pipe-smoking Leland I. 
Doan, 63, president of Midland, Mich- 
igan’s $875-million assets Dow Chem- 
ical Co.,* is sometimes known in Wall 
Street as Mr. Cash Flow because of 
his propensity for financing new 
plants in large part with cash gener- 
ated by depreciation throw-offs from 
his old ones. Since World War II, 
Dow has poured over one billion dol- 
lars into building new plants for the 
production of such plastics as Styron, 
Styrofoam, Saran and Ethocel, mag- 
nesium (in which it leads the U.S.) 
and a wide range of chemicals. Over 
half that expansion has been paid 
for with tax-free depreciation money. 

That means that Uncle Sam has 
helped pay for Dow’s expansion. But 
an unfavorable consequence has been 
that Dow’s net earnings have not al- 
ways looked impressive, having shown 
only modest per share growth since 
the early Fifties. This despite one of 
the highest operating profit margins 
(average 32%) in the chemical busi- 
ness. 

But the truth was that Doan’s net 
was only the visible part of the ice- 
berg: for every $1 of net earnings last 
year, Doan stashed nearly $2 worth 
of cash in Doan’s depreciation and 
amortization account. Reminded once 
that Dow was selling at a (then) as- 
tronomical 31 times earnings, Lee 
Doan __characteristically snapped: 
“Thirty-one times earnings? Thirty- 
one times what earnings?” 

Doan Groans. There was, as Doan 
implied, more than met the eye to 
Dow’s profits. So far as the upper 
part of the profits iceberg was con- 
cerned, the recession hit Dow pretty 
hard. Reporting to his 80,800 stock- 
holders last month, Lee Doan stated 
that Dow’s earnings had dropped from 
$2.17 a share to $1.78 for the fiscal 
year ended May 31, 1958. That was 
the second straight earnings decline 
for Dow; the 1957 showing itself rep- 
resented a 14% decline from the rec- 
ord $2.52 earned in 1956. Doan was 
hardly the picture of cheerfulness. 
“There is no reason,’ warned he “to 
expect a rapid recovery.” 

But once again, there was more to 
Dow’s earnings than met the eye. 


*Dow Chemical Co. Traded NYSE. Current 
rice: 635g. Price range (1958): high, 6714; 
ow, 5214. Dividend (fiscal 1958): $1.20 plus 
2% stock. Indicated fiscal 1959 payout: $1.20 
Earnings per share (fiscal 1958): $1.78. Total 
assets: $875 million. Ticker symbol: DOW. 
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Doan was still very much Mr. Cash 
Flow. Despite its earnings decline, 
Dow’s total cash flow (before book- 
keeping charges for depreciation and 
amortization) was only nicked by the 
recession. For the full fiscal year, 
Dow’s cash flow stood at $128.4 mil- 
lion, down just $7.6 million from 
boomtime 1957. 

Cost-Cutter. What had happened 
was clear: Doan’s determined cost- 
cutting had stepped up efficiency al- 
most enough to make up for a $37- 
million drop in sales. Dow ended the 
fiscal year with an operating profit 
margin of 27.3c on the sales dollar, a 
recession drop of just 2.2c. Earnings 
looked weak only because the decline 
in operating profits had been whittled 
off the top of the iceberg. So had an 
$800,000 increase in depreciation 
charges, a product of Doan’s $185- 
million 1958 expansion program. 

But though his submerged iceberg 
was still very much intact, Doan 
warned stockholders last month not 
to expect the floating part to grow 
especially fast. “I have,” said he, 
“often made the point that the general 
level of economic activity would be 
most influential in determining our 
own performance.” Because of its odd 
fiscal year, Dow stockholders can ex- 
pect the effects of the recession to 
continue bothering Dow at least into 
early 1959. Doan expects his profits 
for the August quarter to show little 
improvement over the 35c rung up in 
the final 1958 quarter. They will 
be well below the 48c of August, 1957. 

Comfortable Plight. Still, Wall Street 
refuses to get very worried over 
Dow’s plight. This year Doan is plan- 
ning to spend a relatively small $75 
million on expansion—as against $185 
million last year. At that rate he can 
easily handle his expansion costs out 
of cash flow. 

Then, too, over the period that earn- 
ings have been on a plateau, the 
brick-and-mortar and machinery be- 
hind each share has been piling up. 
In 1950 there was $16 in property for 
each Dow common share; today there 
is $40. Considering the tremendous 
buildup of property values behind 
Dow shares, Wall Street feels its 
less-than-exciting recent earnings 
record does not detract much from the 
company’s fiscal status. 


EBB & FLOW 


Dow Chemical's drop in profits 
last year was much steeper than 
its decline in cash flow. 


Fiscal 
1957 


Fiscal 


1958 % Change 


Cash Flow 
per share 

Net Income 
per share 


$4.96 $5.25 —5.5 


1.78 2.17 —18 











FORBES, SEPTEMBER 1, 1958 


AUTOS 


THE DETROITER & 
THE PARISIAN 


Chrysler’s new French part- 

ner is a fast-stepping com- 

pany that has come a long 
way in a short time. 


A TALL, white-haired man followed by 
several preoccupied looking aides 
with bulging briefcases stepped briskly 
off a plane at Detroit's Willow Run 
Airport one day early last month, 
headed for a waiting black Chrysler 
Imperial and sped off towards nearby 
Highland Park. There, in the sprawl- 
ing head offices of the Chrysler Corp., 
Henri T. Pigozzi, 59-year-old foun- 
der, president and board chairman of 
Simca,* France’s largest publicly-held 
corporation, went into a huddle with 
Chrysler President Lester Lum Col- 
bert. 

Emerging a few hours later, Pigozzi 
and Colbert put a prompt end to 
Detroit’s favorite guessing game: Who 
would Chrysler finally choose as its 
overseas partner in its bid for a share 
of the small car auto market both here 
and abroad? Pigozzi had agreed to 
give Chrysler exclusive U.S. distribu- 
tio. rights for Simca’s small to 
middling-sized Aronde, Ariane and 
Vedette cars. Colbert also announced 
that Chrysler had acquired a 15% 
ownership in Simca by buying 443,973 
Simca common shares. The seller: 
Detroit’s Ford Motor Co., which had 
picked up the stock in 1954 when 
it merged its French affiliate with 
Simca. 

Chrysler's Lack. Immediately in- 
volved in the deal were shares worth 
something more than $5 million at 
current market prices and Simca ex- 
ports to the U.S. which will probably 
reach 18,000 cars this year. Wall 
Street also hears Chrysler has already 
increased its holdings considerably 
above its initial 15°%, and boardrooms 
were buzzing with rumors of a possi- 
ble deal with Italy’s Fiat which is a 
major Simca stockholder. Clearly the 
Pigozzi-Colbert meeting, prepared for 
by weeks of talks between Chrysler 
and Simca brass, implied a good deal 
more than the amount of money or 
the number of cars originally involved. 

Above all, it gave Chrysler some- 
thing it previously lacked: a small 
foreign car to sell in the U.S. against 
competition from Ford’s English and 
German Fords, GM’s British Vaux- 


*Simca. Traded American Stock Exchange 
Current price: 115g. Price range (1958) : high, 
1344; low, 85%. Dividend (1957): 61c. Indi- 
cated 1958 payout: 36c. Earnings per share 
(1957) : 49c. Total assets: $175 million. Ticker 
symbol: SMA. 


UNLOADING SIMCAS IN U.S.: 
“a new and major force?” 


halls and German Opels. It also may 
open the door for increased Chrysler 
penetration of Europe, Latin America, 
South Africa and Australia 
Simca has plants. 

Fast Growth. Chrysler’s new part- 
ner was originally founded in 1934 by 
Pigozzi, an Italian-born scrap dealer, 
to assemble Italian Fiats in France. 
Through progressive management, 
shrewd use of Marshall Plan aid and 
timely adaptation of U.S. automotive 
knowhow, Pigozzi built Simca from a 
tiny, run-down plant operation into a 
company with 1957 sales of $289 mil- 
lion and an output of 174,035 cars 
last year. Says Pigozzi: “We learned 
a lot from the U.S.” 

Pigozzi has also made Simca one of 
Europe’s leading makers of diesel 
trucks, farm tractors and agricultural 
equipment, pushed it into installment 
financing. Currently Pigozzi’s ex- 
panded, highly modern plants have the 
capacity to turn out some 365,000 
cars a year. Current annual sales rate: 
220,000 cars, up 27.9% from last year 

Third Force? For Chrysler the deal 
made a good deal of sense. It is com- 
mon gossip in Detroit that Chrysler, 
unlike Ford and General Motors, is in 
no position to bring out an American- 
made small car in the immediate fu- 
ture. The Simca deal will enable it 
to supply its dealers with a small car 
styled along broadly American lines 
and to do so without the heavy capi- 
tal investment that building its own 
small car would require. 

Both at home and abroad, it teams 
Chrysler with one of the most dy- 
namic young companies in Europe. 
Smiled Tex Colbert, obviously pleased 
with his new venture: “A new and 
major force in the world automotive 
markets.” 


where 
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THE HOUSE THAT 
ASBESTOS BUILT 


The first century is the hard- 

est, says world asbestos king 

Johns-Manville, off to 

smoother second after 
bumpy start. 


Exact_y 100 years ago, with thou- 
sands of businesses crashing about 
him, plucky Henry Ward Johns, 21, 
an orphan, started a roofing business 
in Brooklyn. With Yankee ingenuity, 
he pressed out his shingles using 
merely an oil stove, a tea kettle, and a 
clothes wringer. The next year, por- 
ing through the newly issued Encyclo- 
pedia Americana, Johns stumbled on 
a description of fire-foiling asbestos, 
concluded it would be hot—but safe— 
stuff for his roofing. 

Young Johns began making asbestos 
shingles, prospered as the world beat 
a path to his door, and even survived 
the burning of his fireproofing plant. 
In 1901, Johns’ heirs merged his com- 
pany with an insulation company 
owned by Milwaukee’s Charles Man- 
ville, who had gone broke looking for 
Black Hills gold before he found it in 
the insulation business. Thus was 
born giant Johns-Manville Corp.* 
From those humble beginnings rose 
today’s $258-million (assets) cente- 
narian, now producing more than 
400 lines of diversified products for 
controlling heat, cold, sound and mo- 
tion and protecting against fire, wear 
and weather. 

Ironic Centennial. The ironic twist 
to the first few months of 1958, J-M’s 
gala centennial year, was that the now 
receding recession still hung like a 
pall over its second century. In the 
year’s first quarter, net earnings 
slipped to 27c a share, J-M’s worst 
showing in over a decade. But Adrain 
R. Fisher, chairman of J-M since the 
retirement of master salesman Leslie 
Cassidy last November, was not one 
to let recession faze him any more 
than it had Henry Ward Johns. “If 
we in Johns-Manville permitted our- 
selves to be discouraged by temporary 
setbacks,” he said firmly last spring, 
“our company would never have 
weathered wars and depressions, eco- 
nomic upsets in industry and business 
recessions during the last century.” 

The Big Spend. As befits a youthful 
centenarian, Johns-Manville was tak- 
ing the long view. Adrain Fisher last 


*Johns-Manville Corp. Traded NYSE. Cur- 
rent price: 4545. Price range (1958): high, 
4634; low, 3414. Dividend (1957): $2. Indi- 
cated 1958 payout: $2. —— ae share 
(1957): $2.48. Total assets: $257.9 million. 
Ticker symbol: JM. 
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CRADLE OF THE ASBESTOS INDUSTRY (1873) AND ITS LARGEST MINE: 


month was capping a vast expansion 
program which has poured $232 mil- 
lion into capital outlays since 1946— 
an amount greater than J-M sales 
in 1950. Fisher was set to pull the 
switch signaling full operation at 
plants making insulation board in 
North Bay, Ontario and Klamath 
Falls, Oregon; Transite asbestos- 
cement pipe in Denison, Texas and 
Stockton, California; floor tile in Mar- 
rero, Louisiana; hardboard in Natchez, 
Mississippi, silicone rubber products 
in Chicago and asphalt roofing in 
Savannah, Georgia. 

All this spending and expanding 
has cost money. Starting-up expenses 
in the new plants have eaten into 
earnings in recent years. So has a 
doubling of depreciation charges. Part- 
ly as a result, net profits per share of 
J-M stock failed to grow after the 
early 1950s. Last year, in fact, earn- 
ings of $2.48 a common share were 
the lowest since 1949. 

The Future-builder. But Adrain Fisher 
clearly was building for the future. 
Last month it looked as though that 


LOOKING AHEAD . 


Johns-Manville Corp. has been building for 
the future in recent years. By pouring nearly 
$200 million into new plants and mines in 
the Filties, the big asbestos processor hos 
built up the gross property value behind 
each share of stock from $20.83 in 1952 to 
$35.97 this year. The cost of getting the new 
plants into operation, however, and in- 
creased depreciation charges have put a 
damper on earnings. 
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& Growth 


the buildup has begun to bear fruit 


future might be close at hand. With 
the new plants starting to contribute 
to profits and the heavy break-in 
costs ending, Wall Street felt that 
Johns-Manville was finally on the 
earnings upbeat. Already, in the sec- 
ond quarter of 1958, Chairman Fisher 
reported that the asbestos giant’s 
earnings per share had risen to 85c as 
against only 79c the year before. There 
was little doubt that J-M’s costly 
transition into its second century was 
drawing to a close; its rate of earnings 
last quarter was the highest since 
September, 1956 and Wall Street hears 
that the improvement is continuing. 

Over The Hump. Last month Chair- 
man Fisher was able to inform his 
fellow directors (who include such 
distinguished businessmen as Henry 
Clay Alexander of J.P. Morgan & 
Co., Bill Stolk of American Can, Joe 
Grazier of American-Standard and 
Enders Voorhees of U.S. Steel) that 
residential building, one of J-M’s 
mainstays, looked very good for the 
rest of 1958. So, added he, did pros- 
pects for the other half of J-M’s out- 
put which runs the gamut from brake 
linings and clutch facings to gaskets 
and sound deadeners. 

Unlike many colleagues in the 
building materials industry, Johns- 
Mansville had kept its $2 dividend in- 
tact throughout the 1957-1958 reces- 
sion. This was possible because Fisher 
had wisely seen to it that the com- 
pany’s balance sheet remained in 
strong shape despite the years of 
heavy spending. Now, with its huge 
buildup of properties just starting to 
bear fruit, no debt to speak of and a 
healthy cash balance on hand, J-M’s 
second century was over a big bump 
with a clear road ahead. Wall Street 
seemed to agree, pushing J-M up to 
463%, near the end of last month, a 
36.5% gain over its 1958 low of 34%. 


ForRBES, SEPTEMBER 1, 1958 





90°% of its outnut in more mohile 


TEXTILES 


DEAF EARS 


Textileman Lowenstein sang 
a familiar refrain to Wall 
Streeters last month, but The 
Street did net seem to be 
listening. 


Leon LOWENSTEIN, septuagenarian 
board chairman of cotton-spinning 
M. Lowenstein & Sons,* is one of the 
textile industry’s most voluble de- 
fenders. The multimillionaire textile 
magnate is ready to fight at the drop 
of a brokerage letter against Wall 
Street criticism of the way textile- 
men run their shows. 

Last month Leon Lowenstein was 
brandishing his favorite cudgel. 
Stepping briskly into his chauffeur- 
driven black Cadillac at his midtown 
offices, Lowenstein drove in air-con- 
ditioned comfort through the noon- 
day Manhattan traffic to Schwartz’ 
Restaurant in the financial district. 
There he mounted the rostrum at a 
luncheon session of the New York 
Society of Security Analysts and pro- 
ceeded to give the stock-&-bond men 
a thorough dressing-down for their 
skeptical attitude toward textile 
shares. 

An Old Thesis. Lowenstein was all 
too well aware that shares of his 
company were still selling at well 
under half their 1955 high of 31%. 
This, insisted Lowenstein, was all 
wrong. To argue his point Lowen- 
stein cited the industry’s heavy capi- 
tal investments, proceeded to dust off 
a favorite thesis. “Today,” declaimed 
he, “the consumer’s wardrobe is at a 
very low point. Before long, the 
consumer will come back into the 
market to replenish the wardrobe 
which he has neglected in order to buy 
hard goods.” 

Despite this, concluded Lowenstein, 
“there appears to be a market preju- 
dice against textile stocks, which the 
figures, in my opinion, do not justify.” 
Having said this, Lowenstein drove 
back to his office. But though they 
heard him out patiently, the analysts 
were not notably impressed. 

Facts & Fancy. Just 24 hours ear- 
lier, Lowenstein had reported to 
stockholders for the six months end- 
ing June 30. The figures went a long 
way toward refuting the very case 
that Lowenstein had argued so loud- 
ly and long. They showed that Low- 
enstein’s earnings were down for the 
third straight year. At just 3lc for 


*M. Lowenstein & Sons. Traded NYSE. Cur- 
rent price: 1445. Price renee (1958): high, 
155g; low, 113g. Dividend (1957): $1.25. Indi- 
cated 1958 payout: 80c. Earnings per share 
(1957): $1.07. Total assets: $180.6 millions. 
Ticker symbol: LST. 
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LOWENSTEIN’S LOWENSTEIN: 
is the market prejudiced? 


the full six months, they were 61.8% 
behind last year’s first half earnings 
and barely a fourth as great as those 
rung up during the first half of 1956. 
To cap its tale of woe, Lowenstein 
concurrently announced it was clos- 
ing down its big Wamsutta Mills 
plant at New Bedford, Mass., Lowen- 
stein’s only foothold in New England. 

Nor could Lowenstein lay his trou- 
bles at the recession’s door: the com- 
pany’s sales for the six months came 
to a very healthy $225 million, a de- 
cline of barely 7% during the worst 
months of the recession. The trouble 
with textiles, obviously, was not in 
sales but in profits. Management, 
rather than the customer, seemed to 
be at fault. 

The kind of optimism that Lowen- 
stein retailed to the security analysts 
has been known to move stocks by as 
much as several points. Not so in 
this case. His talk produced not a 
ripple on the market. Lowenstein 
common ended the day with a loss of 
3g of a point at 145%. Wall Street, it 
was clear, still liked its optimism 
served up with a seasoning of facts. 


TEXTILE MACHINERY: 
the problem was profits, not sales 


WALL STREET 


THE OLDEST 
CHESTNUT 


A split in AT&T stock? After 


30 years of waiting, it has 
not happened yet. 





Tue oldest chestnut in Wall Street 
got another warming over last month 
The rumor: that big, staid American 
Telephone & Telegraph Co., 
its $9 dividend and 
mon ever since 1922, 
minded to split its 
mon stock. 

Fanning the coals of speculative 
hope this time was Standard & Poor's 
Corp., whose analysts had picked 
AT&T as their “Stock of the Month.” 
As a sort of by-the-way comment, 
they noted a “growing belief” that 
AT&T’s directors may be consider- 
ing a possible increase in the divi- 
dend “and/or a stock split ’ But 
hopeful investors did not take long to 
translate the analysts’ “may” 
wishful thinker’s “will.” 

Actually in finding this 
belief” becoming “more plausible, 
S&P’s analysts had little new to go 
on. For it is no AT&T's 
needs for new capital seem to be un- 
dergoing a change (Forses, March 1) 
With capital outlays likely to 
off this and next, and earn- 
ings and depreciation charges in a 
strong uptrend, AT&T's 
may be free to use less new equity 
financing. If so, the steady dilution 
of the big telephone system’s common 
that has prevailed since the war may 
finally be abating. 

Yet, however plausible this possi- 
bility, may appear, there was nothing 


true to 
unaltered com- 
at long last was 


heirloom com- 


into a 


“growing 
news that 
level 
year 


directors 


to establish it as an imminent prob- 
ability. As always, AT&T's 
treated the hoary perennial rumor of 
a split as a 


brass 


“no comment” topic 
Plainly they had become very weary 
of the necessity for making even that 
non-committal response. 

Yet, as has always been the case 
with this old chestnut, there 
nothing to prove that it could not 
happen either. For time has a 
of making all predictions good. Thus, 
one of these days, sheer repetition is 
very apt to make some lucky sooth- 
sayer right in predicting a split for 
AT&T common. If so, he is likely to 
be as surprised as anyone else. But 
after 30 years of waiting, it has not 
happened yet. 


was 


way 


*American Telephone & Telegraph Co 
Traded NYSE. Current price: 18234. Price 
range (1958): high, 184; low, 167%. Dividend 
(1957): $9. Indicated 1958 payout: $9. Earn- 
ings r share (1957): $13. Total assets 
$22,041.3 million. Ticker symbol: T 
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MACHINERY 


DITCH-DIGGER’S 
DECLINE 


By sticking to the power- 

shovel in the age of the bull- 

dozer, famed old Bucyrus- 

Erie has lost a lot of fiscal 
steam. 


In the lives of corporations as in the 
lives of men and empires, there seems 
to be an almost inevitable cycle of 
youth, vigor and decay. The signs of 
decay are sometimes covered up by 
the ebb and flow of the business cycle, 
but for those with a sharp eye for the 
balance sheet the signs are usually 
discernible. 

In recent years Milwaukee’s 78- 
year-old Bucyrus-Erie Co.* has been 
showing many such symptoms. Its 
sales have advanced slowly at best: 
even in booming 1956 and 1957 they 
were only about one third higher 
than in 1947. Despite the times, 
Bucyrus-Erie’s profits started to go 
downhill after 1955. And its operat- 
ing profit margins, that basic measure 
of corporate efficiency, sank in pros- 
perous 1957 to the lowest level of any 
postwar year. 

The Troubles Show Up. Had Bucy- 
rus-Erie fared better in the boom, its 
stockholders might have forgiven it 
for what has happened this'year. The 
recession struck the company a stag- 
gering blow. Its $2 common dividend, 
which except for sporadic extras had 
not been increased since 1949, was cut 
in half by its board. Over the first 
half of 1958, the company reported a 
net loss of 33c per common share as 
compared with a profit of $1.77 for 
the same time last year. 

What was wrong at Bucyrus-Erie? 
Bucyrus’ rugged president, William L. 
Litle, 65, had some not uncommon 
explanations. For one thing, said he, 
shipments for the half year were off 
42%. For another, higher wage and 
transportation costs were paring prof- 
its. And like many another USS. 
business man, Litle was also hav- 
ing his troubles with enterprising 
foreign competitors and _ creeping 
costs. But he was giving less than 
the full story about the basic cause 
of Bucyrus-Erie’s troubles. Over the 
past decade, spending for new con- 
struction has increased more than 
100% (see chart). Logically, Bu- 
cyrus as world leader in a business 
so closely connected with construc- 
tion spending might be expected to 


Moca righ a Co. Traded NYSE. Current 
rice: 14. Price range (1958): high, 33; low 

. Dividend (1957): $2. Indicated 1958 1 
out: $1. Earnings per share (1957): £ De 
re assets: $87.8 million. Ticker symbol: 


24 


% Growth 





PAY DIRT 


Before World War Il, the power 
shovel was virtually the only earth- 
moving machine in widespread 
use. Since that time the bulldozer 
and a dozen other machines better 
adapted to specific construction 
uses have been developed. Result: 
sales of Caterpillar Tractor, which 
makes a wide variety of such ma- 
chines, have risen 200% in the last 
ten years, while those of Bucyrus- 
Erie, which specializes in cranes, 


have lagged far behind. 
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increase its gross proportionately. 
It had not done so, and management 
could not rightly put all the blame on 
costs and competition. 

Forgotten Warning. Actually, the 
first signs of trouble appeared a full 
generation ago. That was when the 
construction industry was discovering 
the cost-saving advantages of ma- 
chines such as the bulldozer, a rela- 
tively light and highly mobile earth- 
moving machine as compared with 
the bulkier and more stationary 
cranes and power shovels. The accel- 
eration of this trend was most marked 
in the past ten years. Bucyrus, which 
makes some 85% of its sales in power 
shovels and cranes, increased its gross 
revenues a mere 35% over the decade. 
Caterpillar Tractor, which has over 


DROCRANE: 


90% of its output in more mobile 
machinery, increased its gross 200%. 

While it was long apparent that 
Bucyrus-Erie was operating in a 
slow-growing segment of the con- 
struction machinery field, short-term 
warnings of trouble ahead were also 
flying. One of the clearest appeared 
as far back as 1956 when recession 
was only a rumor. Litle increased 
his sales about 20% that year from 
$72 million to $87 million. But at the 
same time his inventories grew 40%, 
just twice as fast. 

In 1957 this imbalance grew acute. 
Litle was frank to admit that by 
mid-1957 his inventories were way 
out of line. “Operations,” says he, 
“had to be curtailed to a point where 
they were not profitable.” Last 
month, Litle had his inventories un- 
der better control, but now he. was 
having more serious trouble with his 
backlog. At $6.8 million in mid-year, 
it was down to a bare third of 1957. 

Prize Baby. Litle, however, feels 
there is nothing wrong with his com- 
pany that new products cannot cure. 
He has set himself to catch up with 
the trend of modern construction ma- 
chinery towards lightness and mo- 
bility. He has spent some $780,000 in 
1958’s first half on product develop- 
ment, expansion and modernization. 

Last month Litle trucked his latest 
and most promising product deep into 
the Kentucky hills to be posed beside 
the biggest and best of his traditional 
products. The oldline product was a 
ship-sized power shovel stripping 
coalmine overburden, 80 tons at a 
bite. His latest product was a versa- 
tile 11-ton crane excavator that can 
double as a power hoe. Rubber-tired, 
it is as mobile as the best of them. 

Litle was very proud of his new 
machinery. Said he soberly: “No new 
development in recent years is of 
greater importance.” Whether it 
would be enough to check Bucyrus- 
Erie’s long, slow decline remained, 
however, an open question. 





competition and costs were only part of the problem 
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RAILROADS 


LEGAL AID 


“Half a loaf,” the railroads 

call the new Transportation 

Act, signed last month. But it 

was plainly better than none 
at all. 


“IT 1sn’t exactly what we wanted,” 
observed the Great Northern’s Presi- 
dent John Budd, “but it’s a be- 
ginning.” “A good step forward,” 
commented the Southern Railroad’s 
Harry A. deButts, “but not a complete 
answer.” 

With such phrases last month, the 
nation’s railroadmen sat down to see 
what they had gotten in the Trans- 
portation Act of 1958, signed into law 
by the President. After months of 
Congressional hearings, the result was 
clearly half a loaf at best—at least as 
measured by the railroads’ hopes. 
But just as clearly, half a loaf was 
better than none. As far as it went, 
railroadmen agreed, it was a good 
law and one they could live with, at 
least for now. 

The Hard Core. Stripped down to 
essentials, the bill gave the nation’s 
railroads these much-wanted things: 

e Into the hands of the Interstate 
Commerce Commission went authori- 
ty to extend a maximum of $500 mil- 
lion in 15-year loans to the railroads, 
to be used to buy equipment or fund 
maintenance work. 

e Under the new law, the ICC may 
now authorize roads to discontinue 
unprofitable train and ferry service, 
operating both interstate and intra- 
state, when state commissions fail to 
act on petitions to do so within 120 
days. 

e To the ICC also went authority 
to grant rate changes on intrastate 
service without waiting for prior state 
approval, and power to shortcut other 
points of argument that have hung 
up many such petitions on commuter 
fares. 

e Ratemaking procedure, the bill 
establishes, will not sacrifice the in- 
terests of one transportation service 
to the needs of protecting the tariff 
schedules of a competing carrier. 

e The bill also calls a halt to any 
further increase in the list of agri- 
cultural commodities which can be 
transported outside ICC regulation, 
and restores such items as preserved 
fish and shell fish, frozen fruits and 
vegetables, and imported commodities 
such as coffee and bananas to regu- 
lation. 

e Defines “private carriage” so as 
to prevent nominally private truckers 
from acting in fact as common car- 
riers. 
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Present Blessings. Defective as it is 
from the railroads’ viewpoint, the new 
act does promise some immediate 
benefits. For one thing, it short- 
cuts the procedural tangle through 
which the railroads have struggled to 
petition abandonment of unprofitable 
runs. It also opens the door for more 
direct action to get rate increases on 
the railroads’ deficit-ridden commut- 
er service. 

But there are also some quite 
obvious limitations to what Congress 
has wrought. For though the act 
gives the ICC more latitude for a 
more liberal policy on ratemaking 
and abandonments, how far the ICC 
will take advantage of it remains to 
be seen. Still clearly within ICC 
power: the right to strike down 
an otherwise legal rate petition on 
grounds that it is “unfair” or gives 
the carrier “undue competitive ad- 
vantage” or “smacks of destructive 
competitive practice.” 

Just the same, the act does give the 
railroads some basic victories in fun- 
damental principle. The act did settle 
on the ICC undisputed jurisdiction 
over interstate service as well as in- 
terstate lines. It did establish the pri- 
ority of the public interest in healthy 
over-all railroad operations over local 
public interests. And it did furnish 
the tool to goad state commissions 
into acting promptly on petitions to 
increase interstate rates. 

Helping Hand. The act also extends 
a helping hand to the railroads in a 
form they badly need these days: 
money. The guaranteed loan pro- 
visions, for instance, may well ease the 
borrowing costs of such hard-hit east- 
ern roads as the New Haven, Boston 
& Maine, and Pennsylvania, which 
have all complained of the high cost 
of new equipment money. But there 
are enough strings attached to the 
loans to discourage most roads from 
making use of them. For one thing, 
they cannot be used to pay fixed 
charges. For another, they cannot be 
used for maintenance work unless the 
borrower is willing to suspend divi- 
dends during the term of the loan. 

Changing Atmosphere? Probably 
more than any single provision of 
the act itself, the railroads valued 
what it seemed to represent: a chang- 
ing atmosphere, in which they sensed 
more sympathy for their problems. 
Coming as it did on the earlier Con- 
gressional repeal of the 3% excise tax 
on common carrier freight shipments, 
the act seemed to hold out some hope 
for something the railroads all want- 
ed: a new, yet-to-be-written National 
Transportation Policy which would 
establish the roles of each competing 
type of carrier on acceptable lines. 
That, however, seemed just about as 
distant last month as ever. 








REGIONAL 


In the railroad industry's most deso- 
late post-war year, first-half earnings 
records showed wide regional varia- 
tions: 

In the East, the sharp decline in in- 
dustrial traffic brought deficits to all 
but a few coal-carriers. 


0 ——% decline first-half earnings — 100 
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In the South, where traffic held up 
better and operating efficiency was 
higher, the carriers stayed solidly in 
the black. 


And in the West, though the reces- 
sion exaggerated the normally slack 
first half (particularly in the Northwest), 
a record wheat crop went a long way 
toward stemming the slump in earn- 
ings. 
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COMFORTING 
SURPRISE 


Shoved by the building re- 

covery, U.S. Plywood’s prof- 

its apparently have finally 
headed back up. 


“! AM INTRIGUED,” exclaimed big, burly 
Sol W. Antoville, 57, president of New 
York’s bustling, $156.1-million assets 
United States Plywood Corp.* last 
month. What was it that intrigued 
veteran plywood salesman Tony An- 
toville? “Our first quarter,” enthused 
he. “It really surprised me.” The fig- 
ures: sales of $53.4 million (up from 
$52.4 million last year) and earnings 
of 8lc per share (up from 7lc). 

What surprised Antoville was the 
fact that the sales figure was an all- 
time quarterly record and the earnings 
were the best since boomtime October, 
1956. The reasons behind the good 
showing were no surprise, however. 
Housing starts were at the highest 
level in two-and-one-half years and 
total construction outlays were at a 
record peak last month. U.S. Plywood, 
whose laminated products pour out of 
114 warehouses into homes, offices and 
factories across the land, was being 
sh. ved back on the road to recovery. 

All this was comforting as well as 
surprising. But Tony Antoville still 
had a long way to travel before his 
earnings ($2.47 per share last year) 
would regain the $4.60 peak of 1955 or 
even the $3.24 of 1956. Or before he 
again could catch up with rival 
Georgia-Pacific, which passed USS. 
Plywood in net profits for the first 
time in 1957. 

Antoville is sanguine about his pros- 
pect for catching up, if’ noncommittal 
about chances of resuming PLY’s 50c 
quarterly dividend, shaved to 374c 
last March. “Our showing is even 
better than it looks,” smiled he. “The 
average price we received for our 
Douglas fir plywood in the July quar- 
ter was $66 per thousand square feet 
Stating September 1, we’ll be getting 
$10 more—and we were making a very 
satisfactory profit at $66.” 

In fact, Antoville was all optimism. 
“That price,’ smiled he, “comes just 
when we're getting rid of our heavy 
non-recurrent start-up expenses con- 
nected with our $28-million expansion 
program of the past several years. 
With prices up and expenses down, 
business looks good. Darn good.” 


*U.S. Plywood. Traded NYSE. Current 
orice: 37. Price range (1958): high, 387%; low, 
634. Dividend (1957): $1.875. Indicated 1958 
ayout: $1.50. Earnings per share (1957): 
47. Total assets: $156.1 million. Ticker 
symbol: PLY. 
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THROUGH 
THE ROOF 


After hitting a peak in 1948, Otis Ele- 

vator’s profits plunged rapidly into 

the fiscal basement. In the last few 

years, however, higher efficiency and 

skyrocketing sales have sent the com- 7 

pany’s profits through the roof. 
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MACHINERY 


A LIFT FOR OTIS 


Ups & downs are Otis Eleva- 
tor’s business. But right now 
it seems all up. 





As PRESIDENT of famed Otis Elevator 
Co.,* LeRoy A. Petersen, 64, can ex- 
pect to have his ups and downs. For 
as the biggest operator in elevators 
anywhere in the world, Otis rides a 
cyclical business. When new con- 
struction curves go up, so do Otis’ 
sales. When they go down, a red light 
has always flashed on Otis’ financial 
switchboard. 

Going Up. Last month, everything 
about Otis seemed to be headed up. 
And as if to signal their appreciation 
of that fact, no less than three major 
Wall Street brokerage houses pub- 


*Otis Elevator Co. Traded NYSE. Current 
price: 5454. Price range (1958): high, 56; low, 
4014. Dividend (1957): $2. Indicated 1958 pay- 
out: $2. Earnings per share (1957): $3.58 
FS assets: $117.6 million. Ticker symbol 
Oo 


U.S. PLYWOOD’S ANTOVILLE: 
all optimism 


lished bullish studies on the company 
in a single week. Their unanimous 
consensus: that whatever else was 
happening in the economy, reliable 
old Otis Elevator was getting quite a 
lift. 

If so, Otis’ buoyant fortunes owe a 
great deal to LeRoy Petersen himself 
To be sure, commercial building ac- 
tivity this year is taking a healthy 
spurt. Meanwhile maintenance work 
on the nation’s elevators, which ac- 
counts for a good third of Otis’ gross, 
is proceeding at a lively pace. But the 
fact that Otis is profitably aboard both 
booms is largely Petersen’s 
handiwork. 

Ups & Downs. Only five years ago, 
Otis was clearly taking much the same 
ride—and just as plainly getting off 
at the wrong floor. Between 1948 and 
1953, Otis’ sales had risen 34°%%—at 
first look, a comfortable record. Less 
comfortable was a persistent erosion 
in its earning power, which had 
dropped profits 29° in the same years. 
Against a 20.6% pretax profit margin 
in the late 1940s, Otis was earning 
only 13.4c before taxes on each dollar 
of sales. Moreover, competitors were 
making steady inroads into Otis’ tra- 
ditional elevator market, often at 
prices that left little room for ma- 
neuver. 

Petersen might have chosen mere- 
ly to ride it out. After all, Otis had a 
solid reputation and a solid balance 
sheet. Moreover, it was still a profita- 
ble company with a solid stake in a 
growing market. But Petersen chose 
a more forthright prescription for Otis. 
Shaking up manufacturing opera- 
tions, he set to work to reverse Otis’ 
declining efficiency, cut operating 
costs to the bone. That done, he went 
looking for new business. 

He soon found it. Temco, a Brook- 
lyn electronics manufacturer, acquired 
in 1953, gave Otis a foothold in de- 
fense production of radar and train- 
ing equipment. Baker-Raulang, pur- 
chased in 1954, put Otis into industrial 
lift-trucks. In 1955, Petersen signed a 
deal to make pinsetters for up-and- 
coming Brunswick-Balke-Collende: 
In terms of effort and money, it was 
a stiff dose. But it soon paid off. By 
1955, Otis was earning 18.9c before 
taxes on every dollar of sales against 
just 13.4c on nearly the identical vol- 
ume in 1953. 

Ins & Outs. But reviving earning 
power has more ins & outs to it than 
merely a two-year gain, however re- 
spectable. Making profits from new 
businesses is normally a longer haul. 
And so it has been in Otis’ case. While 
Temco has provided a modest volume 
of sales from the -start, Petersen’s 
other new ventures were slower get- 
ting started. Not until last year, in 


own 
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BULLDOZERS ON A CLARK EQUIPMENT ASSEMBLY LINE: 


fact, did Otis’ diversification efforts 
make any appreciable contribution to 
its earning power. 

When the payoff did come it was a 
notable one. Against less than 2,000 
pinsetters produced in 1956, last year 
Otis made more than 7,000, for a total 
gross of around $35 million. More- 
over, for the first time since it was 
acquired three years before, this year 
the industrial truck division. reached 
the break-even point. Then a strike 
brought operations to a_ standstill. 
Strikes, however, are temporary af- 
fairs. Says Petersen: “In the course of 
normal events, we were heading for a 
black figure.” 

Late & Soon. Even at that, Otis 
wound up 1957 with a_ rousing 
23.4% rise in sales (to $175.9 million), 
and an even more welcome 17.1% 
boost in profits (to $14.8 million). 
Moreover, this year Otis is getting 
an even bigger lift. For though sales 
and profits both shot up an additional 
10° in 1958's first half, that seems to 
be just a beginning. Since year-end, 
Otis’ backlog has grown from $193 
million to $207 million (at midyear) 
and is still rising despite record ship- 
ments. 

It should be profitable business. For 
one thing, Otis is working off a $40- 
million pinsetter order, a volume 
which should spread overhead costs 
thinner than before. For another, its 
elevator business is visibly on the up 
& up. With costs under tight control, 
Wall streeters agreed profits should 
follow. 

All of which puts the normally 
cautious Petersen in a rare mood of 
ebullient optimism these days. “So 
far,” says he, “we haven't felt the 
recession at all. Our volume has con- 
tinued to ge up, and we are apparently 
going to go into 1959 with our back- 
log undiminished For us, any reces- 
sion will have to come sometime after 
1959.” 
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WHERE ANGELS 
FEAR TO TREAD 


George Spatta has never 
feared to rush in where the 
more’ circumspect would 
count the risks. Now he’s off 
again, this time taking on 
Pullman and Fruehauf. 


AFTER a discouragingly slow start, the 
$100-billion U.S. highway program 
was finally cruising along last month 
at something like the speed its sponsors 
intended. The way the bulldozers 
were crunching and the ink was being 
put to contracts, it was an almost cer- 
tain bet that federal and local govern- 
ments would pour better than $6 billion 
into public highways this year, at least 
$7 billion in 1959. The slow-starting 
program, spread over 13 years by the 
planners, is expected to gain consider- 
able momentum from here on in 
This slightly tardy timetable could 
not have been more convenient for big, 


husky George Spatta, 65-year-old 


CLARK’S GEORGE SPATTA: 
“we won't be poor very long” 


president of Buchanan, Michigan's 
Clark Equipment Co.* As a manufac- 
turer of shovels, bulldozers, scrapers 
and cranes, Spatta sells a good deal of 
equipment to highway builders 

Lucky Lag. Yet Spatta was delighted 
that it took the highway program so 
long to get off the ground. As a make 
of construction equipment, Clark was 
a relative late-comer. Not until 1953 
did it really get going in the field, and 
by then such giants as General Motors’ 
Euclid Division, Caterpillar Tractor, 
Allis-Chalmers and International Har- 
vester were already well entrenched 
Clark has already jumped out in front 
of some 250 makers of highway-build- 
ing gear and trails only the half-dozen 
giants of this business. 

But while Spatta was working day 
and night to catch up, the highway 
program was dragging its heels. Re- 
sult: it gave Spatta time to become 
fully competitive. “Had the govern- 
ment highway program moved into 
high gear fast,” says he, “I wouldn't 
have had scrapers or dozers to sell.’ 

The delay in the highway program 
gave Clark another advantage 
his earlier-on-the-scene competitors 
Whereas they hopefully built inven- 
tories during 1956 and 1957 in the hope 
of orders that were slow in coming 
Spatta was too busy getting started to 
have any worries about over-produc- 


ovel 


tion and overflowing warehouses 

But when the highway program fi- 
nally started rolling this year, Clark 
was ready. In 1958, Spatta expects 
to sell $50-million worth of construc- 
tion This 
counted for only 25% of his sales in 
1956 and 28°, last year; this 
Spatta thinks it will produce bette: 
than one third, or about $50 million 
out of $130 million. Says he: “We're on 
three shifts to keep up with orders.’ 

Corporate Courage. Spatta’s gambl« 
had paid off. But it had taken 
than an ordinary amount of corporate 
courage for Clark to break into con- 
struction equipment in the first place 
The list of established competitors was 
enough to make most executives think 
twice. But George Spatta was used to 
rushing in where others feared to 
tread. As far back as the closing days 
of World War II, he 
tant, but risky, 
Clark’s product emphasis 
was chiefly a maker of 
for truckmakers. Spatta decided to 
invade the business of making fork 
lift trucks and other kinds of materials 
handling equipment. Result: in a dec- 
ade, Clark Equipment’s profits shot 
up 540% on a 140% 


equipment division ac- 


yeal 


more 


made an impor- 


decision to shift 
Then Clark 


components 


increase in sales 


Traded NYSE. Cur- 
0. Price range (1958): high, 503, 
(1957) $2.25. Indicated 
$2. Earnings per share (1957) 
$3.57. Total assets: $104.3 million. Ticker sym- 
bol: CKL 


*Clark Equipment Co 
rent price } 

low, 3514. Dividend 
1958 payout 





“Don’t Worry About the Competition.” 
Spatta’s basic philosophy is simple. 
“Don’t worry about the competition,” 
he likes to say. “Just figure whether 
you can make a good product and then 
make sure there is a market for it.” 
On that general principal, Spatta early 
this year made what may turn out to 
be his boldest move yet. In February 
he traded 75,000 Clark shares for 
Brown Trailers, Inc. of Spokane, 
Wash. and Reading, Pa., a maker of 
truck trailers. 

Spatta considers Brown a manuiac- 
turing natural for his company. Clark 
already is in the business of making 
a vehicle for railroad piggybacking, 
and undercarriages, a longtime Clark 
specialty, and one of the most impor- 
tant components of any truck trailer, 
accounting for some 15% of produc- 
tion cost. As for the demand factor, 
Spatta feels that the same transpor- 
tation problems that sparked the ex- 
pansion of the Federal highway sys- 
tem opens up a broad new market for 
truck trailers. 

After his happy experience in con- 
struction equipment, the prospect of 
bulldozing his way against such com- 
petitors as Fruehauf and Pullman’s 
Trailmobile division fazes Spatta not 
one whit. “We may be a poor third,” 
says he, “but we won't be poor very 
long.” And so far the evidence seems 
to support Spatta’s confidence. In a 
year when Fruehauf plunged $448,861 
into the red on a 17% drop in sales, 
Spatta predicts a 40% rise (to $18 
million) in Clark’s trailer business this 
year and a “satisfactory” profit. To 
friends who worry about his competing 
with Pullman and Fruehauf, he has 
a ready answer. “After all,” says 
Spatta, “when you've taken on Gen- 
eral Motors, you've already fought the 
best.” 

Poor Year. Spatta is, in fact, far 
more worried about his older line. 
Even booming construction and high- 
way equipment demand will not save 
Clark’s profits this year. Clark’s in- 
dustrial trucks (nearly half of 1957 
sales) and truck components (25%) 
have been hard hit by the recession. 
To make things worse, Clark’s profit 
margins have contracted from 5.8% 
in 1957 to around 4% this year. Ex- 
plains Spatta: “It’s competition and 
higher wages.” ‘As a result, Clark’s 
first-half profits plunged 38.4% to 

2.7 million on a 12.7% drop in sales 
(to $64.6 million). What then were 
Clark’s 1958 sales prospects? “Down,” 
says Spatta. And profits? “Down 
even more,” says he. 

But if Spatta’s latest venture into 
trailers works out as well as the earlier 
ones, stockholders can probably expect 
that the decline will be only tempo- 
rary. 
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FINANCE 


THE HEALING 
TOUCH 


A. M. Sonnabend, who has 
made his name by curing sick 
companies, now faces his 
most knotty case: Stude- 
baker-Packard. 


Into the plush Jansen Suite of Man- 
hattan’s Waldorf-Astoria Hotel last 
month, flocked financial newsmen 
eager for the latest on long-ailing 
Studebaker-Packard Corp.* When 
it came, it was no news at all. Presi- 
dent Harold Churchill merely con- 
firmed the oft-repeated stories that 
Studebaker-Packard, which lost $13.3 
million in 1958's first half, was: 1) 


STUDEBAKER’S SONNABEND: 
he faced his biggest case 


bringing out a new, small car; and 2) 
bringing in Abraham Malcolm Son- 
nabend. 

Twice told tale that it was, the sec- 
ond announcement was what com- 
manded newsmen’s attention. If 
stockholders approve, Churchill an- 
nounced, Sonnabend will step aboard 
as a director and head of the com- 
pany’s newly formed acquisition com- 
mittee. His job: merging profitable 
companies into Studebaker-Packard 
to take advantage of an otherwise 
wasting asset, its $134-million tax loss 
carryforward, which starts running 
out next year. How did he mean to 
do it? Sonnabend did not say: he 
just let Churchill do the talking. 


*Studebaker-Packard Corp. Traded NYSE. 
Current price: 634. Price range (1958): high, 
673; low, 2%. Dividend (1957): none. Indi- 
cated 1958 payout: none. Earnings per share 
(1957): d$1.73. Total assets: $105.5 million. 
Ticker symbol: SK. 


Tricks & Taxes. In a sense, nobody 
needed to be told. For Sonnabend, 
the Harvard-educated son of a Bos- 
ton pawnbroker, has long since made 
both a name and a career as a kind 
of corporate healer specializing in 
curing ailing companies by merging 
them with healthy ones. Says Son- 
nabend himself of his work: “I’m no 
shrinking violet. I simply take an 
ill situation and cure it.” 

Sonnabend’s healing touch has been 
perfected in a long practice with such 
corporate wrecks as the Childs res- 
taurant chain and Botany Mills. He 
cured Childs, which had lost close to 
$3 million in just five years, by 
merging the ailing restaurant chain 
with such profitable hotels as New 
York’s Roosevelt and Plaza, and Bos- 
ton’s Somerset, renaming the combi- 
nation Hotel Corp. of America. Re- 
sult: with Childs’ tax loss carryover 
making all profits nearly tax-free last 
year, on $63 million in revenues Hotel 
Corp. netted a tidy $1.5-million profit. 

The Surgeon’s Knife. But the Son- 
nabend cure’ entails more than 
merely balancing off healthy profits 
against sick ventures’ tax losses. He 
also makes liberal use of the sur- 
geon’s knife. In the therapy he ap- 
plied to Botany Corp., Sonnabend, 
who is still chairman, took the com- 
pany almost entirely out of the textile 
business. In place of its antiquated 
mills, Botany now consists of 12 di- 
versified companies with products 
ranging from luggage to dolls. Last 
year this ingenious melange showed 
protits of $8.2 million. 

In achieving these cures, Sonna- 
bend applied a special formula that 
has become his trademark. When 
Botany bought the Rolley Co. (cos- 
metics), it was a characteristically 
cashless deal, in which owner Charles 
Rolley got 75,000 shares of Botany 
stock and 75% of Rolley’s future net 
income (up to $1.7 million) over a 
five year period. Rolley also stayed 
around on salary to run the company 
That way, Sonnabend got a new 
company and seasoned management 
without any cash outlay or fixed 
payment, and Rolley got the tax ad- 
vantage of spreading his gains over 
a period of years. 

New Tools & Times. In Studebaker- 
Packard, Sonnabend now faces the 
biggest challenge of his career and 
one which has already defeated 
Curtiss-Wright, which last month 
dropped its management control and 
options on Studebaker-Packard stock. 
It is no secret that he will attempt to 
diversify the automaker into non- 
automotive lines. To smooth his way, 
the company is recapitalizing itself by 
increasing its common stock and ex- 
changing much of its debt for pre- 
ferred stock. 
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Sonnabend, however, admits that 
he will have to deviate slightly from 
his famous formula in Studebaker- 
Packard’s case, pay out both cash and 
stock for new companies. “New 
tools,” he says, “are necessary be- 
cause of the size-of the undertaking 
and the times.” 

That is likely to be the only depar- 
ture Sonnabend will make. As usual 
he wants companies with sound earn- 
ings (at least $1 million a year before 
taxes) and a management which will 
continue on the job. So far he has 
nine companies lined up, whose com- 
bined annual earnings total $30 mil- 
lion before taxes, or more than enough 
to offset Studebaker-Packard’s tax 
losses. “It’s so big, so dramatic,” said 
Sonnabend last month, “I’d almost do 
it for nothing.” 

The Cost of Curing. Not that Sonna- 
bend has neglected to put a tidy price 
on his services. His terms: options 
to buy up to 500,000 Studebaker 
shares during the next five years 
(7,500 shares for each $1 million in 
pretax profits brought in) at 95% of 
market value on the day of stockhold- 
er approval. Stiff as the price is, 
stockholders are likely to jump at the 
chance. For if Sonnabend can apply 
his healing touch to Studebaker- 
Packard with his past success, it will 
be a small enough price to pay. 


CHEMICALS 


EARTH AND HIGH 
HEAVEN 


Having dug deep for its 
profits in the past, little Mine 


Safety 
reaching 


Appliances is 
for them in 
stars. 


now 


the 


NEARLY a half-century ago John T. 
Ryan Sr., and George H. Deike quit 
their jobs with the Mine Safety 
Division of the U.S. Bureau of Mines 
to sell safety appliances to U.S. min- 
ing companies. Their principal prod- 
uct: miners lamps. They could scarce- 
ly have dreamed that their modest 
enterprise, Mine Safety Appliances,* 
would one day hitch its wagon to one 
of the brightest stars of the space age 
—high-energy boron fuels. Nor could 
they imagine a time when MSA would 
team up with such industrial giants as 
General Motors and Gulf Oil. In its 
modest beginnings, there was very 
little indeed to foretell MSA’s science 
fiction present. 

*Mine Safety Appliances Co. Traded over- 
the-counter. Current price: 136. Price range 
(1958): high, 210; low, 103. Dividend (1957) 


70c. Indicated 1958 payout: 70c. Earnings per 
share (1957): $5.42. Total assets: $35.8 million. 
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MINER WITH SAFETY DEVICES: 
under the surface, inherent allure 


Ryan and Deike originally con- 
ceived only of a sales organization, 
assured the company’s future by per- 
suading Thomas Edison to incorpo- 
rate his newly invented storage bat- 
tery into a miner’s cap lamp and per- 
mit them to sell it. But the trench 
warfare of World War I made mine 
safety devices a defense item, and 
MSA began manufacturing gas masks. 

In the years that followed the war, 
MSA led a quiet life, eventually 
establishing itself as the largest frog 
in the small puddle of instruments 
and safety devices for mining and in- 
dustry. All in all, it pretty 
profitable business. Between 1950 
and 1957, for instance, its earnings 
shot up from $1.98 to $5.40 a share. 

Broad Horizons. But it was World 
War II that turned MSA in a radically 
new direction, the limits of which no 
one as yet can guess. During the War 
MSA was cut off from Germany, its 
only source of 
chemical oxygen More from 
necessity than from choice, it took 
over an old fireworks factory in Cal- 
lery, Pa. and, with Navy backing, be- 
gan making potassium on its own. At 
war’s end, MSA’s footloose potassium 
research staff began investigating the 
possibilities of boron chemistry, won 
support from MSA’s then General 
Manager, now President John T. 
Ryan Jr., founder Ryan's son. “There’s 
a lot of chemistry in mining engineer- 
ing,” Ryan says, “and it was apparent 
that we were going in that direction.” 

By 1948, the prospects for boron 
looked so promising that Ryan set up 
a subsidiary, Callery Chemical. Cal- 
lery soon won a research and develop- 
ment contract which led to the first 
production of quantities of diborane 
and pentaborane for use as high-ener- 


Was a 


potassium used in 


masks. 


oe 


gy fuels. By 1956, Callery was turning 
out HiCal, a high-energy liquid fuel 
in pilot plant quantities, had begun 
working or. a solid fuel. 

Ryan began to realize that where 
traditionally MSA had been a big 
frog in a little puddle, Callery 
still a little one in a shoreless sea. But 
it was a rough sea to navigate. Few 
companies cared to go it alone, pre- 
ferring to form teams. Among them 
Phillips Petroleum and North Ameri- 
can Aviation; American Potash, Food 
Machinery and National Distillers 

Ryan realized that MSA was un- 
likely to find the resources, scientific 
and financial, to do the job alone. So 
he sold Gulf Oil 25% of Callery with 
an option to pick up 25% more. Next 
he snapped up a $31-million contract 
from the Navy to produce fuel in bulk 
quantities for aircraft and missile use 

Neck & Neck. Today, Callery’s long 
lead in its specialty is matched only 
by giant Olin Mathieson, which is also 
in actual production of a superfuel 
Callery is building a $38-million fuel 
plant for the Navy at Muskoge« 
Oklahoma, has also begun fuel pro- 
duction at the world’s only privat 
plant—a $4-million facility at Law- 
rence, Kansas, which will ultimately 
be devoted to boron-based commercial 
chemicals. Thus, Callery 
tied itself hand and foot to a de- 
fense industry. “In fact,” brags Ryan, 
“Callery is ready to take up all mar- 
ket potentials in boron 

Last month, Callery 
even bigger company. It teamed up 
with Thiokol and General Motors to 
develop advanced devices in the field 
of guided missiles and space travel, 
Wall Street woke up abruptly to the 
discovery that beneath MSA's un- 
exterior lurked all the 
On the 

point 


was 


has not 


chemistry.” 


moved into 


glamorous 
allure inherent in exotic fuels 
news GM wobbled less than a 
Thiokol moved up three slowly, but 
MSA shot up 30 points to 185 

There mystery about the 
uneven effect of the news. Astronau- 
tics would be lost in the immensity 
of GM, but at MSA were readily ac- 
cessible to higher earnings per shart 
Any payoff in boron will obviously 
produce barely a ripple afte: 
spread out Thiokol’s 1.0 mil- 
lion shares, even less on GM's 282.5 
million. Its impact on MSA's mines- 
cule 302,737 would be as direct 
immediate as fuel to a rocket 

To heighten the blast-off, Ryan has 
adopted a policy of buying up MSA's 
already closely-held common so that 
common shareholders’ equity is in- 
creased. As one Wall Streeter put it 
in a mixed but apt last 
month: “MSA may or may not get 
into orbit, but it already has its head 
in the clouds and its feet 
solidly on the ground.” 
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ALL Con Edison 


44%2% Convertible Debentures 
are now called 


Please note that the Debentures 
are currently selling substantially 
above the call price. You may wish 
therefore to: 


Sell your Debentures through your 
bank or broker, or 

Send your Debentures to the Company 
for conversion into Common Stock. 
Please also note that: 


The conversion privilege terminates 
and interest ceases on September 19th. 


Debentures remaining unconverted 
will be redeemed at the call price. 


BE SURE TO READ 
THE NOTICE OF 
REDEMPTION 


Con Edirow 








To Holders of 
Consolidated Edison Company of New York, Inc. 
444% Convertible Debentures, due 1972 


NOTICE OF REDEMPTION 


NOTICE IS HEREBY GIVEN THAT, pursuant to the provisions 
of the Indenture dated as of February 15, 1957, between Consolidated 
Edison Company of New York, Inc., and J. P. Morgan & Co. Incor- 
porated, Trustee, all 4.% Debentures outstanding under said Inden- 
ture, not previously called for redemption or converted into Common 
Stock on or before September 19, 1958, HAVE BEEN CALLED 
FOR REDEMPTION ON SEPTEMBER 19, 1958 at 104.50% of 
the principal amount thereof, together with accrued interest to the 
date fixed for redemption. 


The Debentures so to be redeemed shall become due and payable 
on the date designated for the redemption thereof at the principal 
office of J. P. Morgan & Co. Incorporated, at 23 Wall Street, in the 
Borough of Manhattan, City and State of New York, or, at the option 
of the holder, at the Corporate Trust Office of The First National City 
Bank of New York, at 2 Wall Street, in the said Borough, and interest 
on such Debentures shall cease to accrue on such date. Upon surrender 
for payment of any such Debentures, together with all coupons thereto 
appertaining unmatured at the redemption date, the Company will pay 
the redemption price heretofore specified. 


The Debentures are CONVERTIBLE AT THE OPTION OF 
THE HOLDERS THEREOF, upon the surrender thereof to the 
Company at its principal office, 4 Irving Place, Borough of Manhattan, 
City and State of New York, into the Common Stock of the Com- 
pany at $45.45 per share, at any time up to the close of business on 
September 19, 1958, after which time such conversion right shall 
cease. As provided in the Debenture, upon conversion of any Deben- 
ture, no adjustment on account of interest or dividends will be made 
and no fractional shares of Common Stock will be issued, but with 
respect to any fraction of a share called for on conversion the Company 
will pay an amount in cash equal to the same fraction of the market 
price per share of Common Stock at the close of business on the 
business day next preceding the day of conversion. 


Consolidated Edison Company of New York, Inc. 
By H. C. Forbes, Chairman of the Board 
Dated: August 18, 1958 





This advertisement is not and under no circumstances is to be construed as an offer 
to sell or as a solicitation of an offer to buy any of the securities of the Company. 
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1. How much are we producing? (FRB production index) 


2. =~ ad people are working? (BLS non-agricultural empley- 
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3. moe intensively are we working? (BLS average weekly hours 
in manufacture) 


4. Are people spending or saving? (FRB department store sales) 
5. How much money is circulating? (FRB bank debits, 141° key 
centers) 


Factors 4 and 5 are adjusted for valve of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 


Plotted line is a preliminary weay See figure and may not necessarily 
eee with the revised wey bayen Dot wei ge an 8-day estimate 

based on tentative figures for components, all of which are subject 
to later revision. * 

















t 
| 
| 
} 


Lehn ue mer 
ee ee ee 





“Final figures for the five components (1947-49 = 
july August Sept. 4 h ; ; " March April May June July 
(prelim) 
Production. ........144.0 145.0 144.0 / . : 3. 30. 128.0 126.0 128.0 131.0 133.0 
Employment 120.6 120.7 120.4 F . \ j . 115.7 115.6 114.2 115.2 115.0 
Hours o<-se) 100.3 100.3 d : ‘ . . 96.7 96.0 96.7 98.2 98.2 
Sales os ae 125.7 119.2 ‘ 7 ; ‘ ‘ 119.8 120.8 123.7 125.6 131.2 
Bank Debits vo Aeon 155.3 144.7 : : 7. ' : 135.7 141.7 145.1 142.9 153.6 
INDEX se0e0 Re 129.4 125.7 . . ‘ 3. ’ 119.2 120.0 121.5 122.4 126.2 


THE MARKET OUTLOOK 5) Sputnik and the Middle East 


have accelerated the scientific revo- 





. lution which is the bench mark in the 
+ See 6. ee late 1950s. Just as World War II was 
Time For Decision? the breeding ground for penicillin, 
synthetic rubber, and atomic energy 
Tuis is a good time to scrutinize, most in progress. , so this generation’s “cold war” will 
carefully, the debits and credits which 2) Corporate op- give birth to new products that will 
“make” the stock price trend. For one erating efficiency create new markets 
thing, the emotionalism which ac- improved in the §& Equally significant, it is possible to 
companied the July-August stampede second quarter, and © find many individually attractive is- 
to own stocks in itself raises a ques- second half earn- sues—stocks which excite the imagi- 
tion of whether the outlook is as_ ings reports will nation 
cloud-free as the rally from 480 to 510 ~— steadily make more Case in point, Ogden Corp. is prob- 
suggests. Secondly, this column has _ pleasant comparative reading. ably a very interesting speculation 
held that 1958 is the year of the “Big 3) The supply/demand equation has around 11-12 even though 1958 earn- 
Double Cross’—and the time for the been strengthened by a still-growing ings may only be 50c-60c per share 
second contrary movement would be institutional demand—the selling in- against the $1.03 per share reported 
the fall months, which are at hand hibitions imposed by the capital gains in 1957, and $1.67 in 1956. For one 
now. September and October usually _ tax. thing, the decline primarily reflects 
are stand-off or declining months in 4) The fear of inflation probably is the drop in profits of a subsidiary 
the market’s seasonal pattern of more widespread today than at any which operates the largest scrap iron 
movement. time since the Civil War. One can _ and steel business in the world. This 
On the constructive side of the argue, and quite correctly, that the operation, which was in the black in 
ledger, the tangibles today are fairly threat is more theoretical than real. the first half of this year, could con- 
obvious. To mention a few: But the fact remains that it’s in- tribute over $1 per share to consoli- 
1) A non-cyclical business recov- fluencing speculative psychology—and dated earnings in a really good steel] 
ery, but a recovery nevertheless, is psychology helps to make stock prices year. Secondly, Ogden controls Tel 
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Turning Point At Last 
for the Auto Companies 


1958-59 Prospects for the Airline and Aircraft Stocks 


fe new 80-page edition of the Value Line Survey, in its complete analysis of 
the auto industry, points out that for the first time since the Korean crisis 
auto makers are faced with a measure of ‘deferred demand.’ This is because ‘new’ 
demand, which generally averages 1.8 million units a year, has been practically 
non-existent so far this year 

Car sales for the year 1958, the Value Line Survey analysts find, will probably 
he only slightly above normal replacement demand estimated at 4 million auto- 
mobiles annually. This offers cold comfort to investors who have already seen 
reductions in the dividends of Chrysler and Ford. However, the auto companies 
could enjoy a strong comeback next vear—and the Mid-East crisis may be the spark 
to touch it off. How this will affect the sales and earnings of each of the big three 
is fully discussed. You also see what share of the larger sales volume expected may be 
obtained by General Motors, Chrysler, Ford, Studebaker and American Motors. 

Included in this important edition of the Survey are full-page Ratings & Reports 
for cach of the auto stocks showing graphically and specifically the normal intrinsic 
value of each stock during the next 12 months and the Value Line ranks indicating 
the Probable Market Performance of each stock relative to all others 

{/so in the current edition is an analysis of the air transport industry and an 
evaluation of the ability of the industry to finance its $3 billion bill for jets over 
the next three years. How the dawn of a new era—the jet age—will affect the growth 
potential of airline stocks is shown, together with the latest estimates of the earn- 
ings which may follow the increased air travel volume expected 

{/so a report on the aircraft industry and the growing missile program 

Also in the current edition is a study of the auto parts industry and the prospects 
in 1959 for a return to more normal production 


A SPECIAL $5 INTRODUCTORY OFFER* 


Because of the importance of this edition of the Value Line Survey, with its 
timely analyses of two great industries that play so important a part in the economy, 
copies are being made available to interested investors at no extra charge under 
this offer. This 80-page issue contains up-to-date reviews of the auto, aircraft, air 
transport and auto parts industries, as well as full-page Ratings & Reports on the 
62 leading stocks in these industries to guide you to safer and more profitable 
investing. Among the stocks covered are 


American Motors 
Chrysler Corp. 
Ford Motor 

Ford Motor (Can.) 
General Motors 
American Airlines 
Eastern Air Lines 


Pan American Air Douglas Aircraft 
Trans World Airlines General Dynamics 
United Air Lines Grumman Aircraft 
Bell Aircraft Lockheed Aircraft 
Bendix Aviation Martin Co. Eaton Mfg. 
Boeing Airplane McDonnell Aircraft Electric Auto-Lite 
Curtiss-Wright North Amer. Aviation Timken Roller 


Republic Aviation 
United Aircraft 
Borg-Warner 
Budd Co. 


Included in your Special Introductory Offer would be the next 4 weekly editions 
of the Value Line Survey, bringing you the latest Ratincs & Rerorts on over 250 
major stocks in 13 industries. In addition, you would receive the auto, auto parts 
and aircraft edition. You would receive also a Surervisep ACCOUNT ReprortT, two 
FORTNIGHTLY COMMENTARIFS, a new SPECIAL SITUATION recommendation and 
four SUMMARY-INDEXeS with latest advices on more than 850 stocks 

Annual Subscription $120) *New subscribers only 


To take advantage of this Special Offer, fill out and mail coupon below. 


Name 
4dddre ss 


Zone 3 Slate 


Send $5 to Dept. FB-112 


THE VALUE LINE 


INVESTMENT SURVEY 
Published by ARNOLD BERNHARD & Co., Inc. 
VALUE LINE SURVEY BUILDING, 5 EAST 44TH STREET, NEW YORK 17, N.Y. 





register Corp., a company whose prof- 
its have been penalized by heavy re- 
search and development costs, but 
with some important electronics as- 
pects to its quotation board business. 
Teleregister may be spun off next 
year when its profits seem destined 
to rise quite sharply. Thirdly, Ogden 
is an indirect play on the roadbuilding 
as well as steel business via a profita- 
ble and growing subsidiary acquired 
last year. This company, which makes 
roadbuilding and mining machinery, 
has been indifferent to the decline in 
profits reported by many competitors. 

Similarly, an interesting case can 
be made for Tidewater Oil around 25, 
even though the company was in the 
red in the June quarter. The story 
behind the figures is the more im- 
portant consideration (as it is in every 
case), and this story suggests that the 
next major change in earnings direc- 
tion will be upward. Refiners’ profit 
margins have improved in the past 
few months, and this was the chief 
reason for the poor first half showing. 
Moreover, increased production al- 
lowables will help second half results 
Half of Tidewater’s crude oil output 
is in Texas and Louisiana. True, oil 
import quotas are restricting profits of 
the company’s new $200 million re- 
finery which was built to operate 
largely on low-cost, high sulphur con- 
tent Middle Eastern oil. But import 
quotas are essentially a non-recurrent 
factor, and further product price in- 
creases will permit good results even 
if quotas aren’t changed. 

It’s also possible to become enthu- 
siastic about the speculative possi- 
bilities in Chrysler Corp. around 52— 
notwithstanding the likelihood of a 
loss in 1958. For one thing, the com- 
pany has introduced notable operat- 
ing efficiencies—witness the fact that 
its second quarter operating loss was 
only $1.1 million as compared with 
$14 million in the first quarter—on 
approximately the same sales volume. 
Secondly, advance word from Detroit 
holds that the company’s new 1959 
line has considerable eye appeal, and 
this, perhaps more than anything else, 
“sells” cars. Thirdly, the industry as 
a whole seems on the threshold of a 
much better year in 1959. The used 
car market is strong, new car inven- 
tories are low, and there are more 
fully paid up car owners than at any 
time in recent years. 

These three issues have been singled 
out to illustrate a point often stressed 
by this column, but easily forgotten, 
namely: Speculation is an intuitive 
art even more than it is an inexact 
science; stock evaluation is a con- 
stant, selective process. In _ other 
words, if speculation were a simple 
business in which it is easy to get 
“fat” financially, there wouldn’t be 
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enough “Slenderellas” to accommodate 


everyone. This is an important con- | 
sideration today, for the institutional 
investor is willing to compromise his 
so-called quality standards, is anxious 
to find off-the-beaten-path stocks. 
There are also “standard issues” so 


to speak, which have a strong claim 


to speculative attention. For example, 
International Telephone & Telegraph 
is a very attractive speculation around 


40, inasmuch as the 1958 earnings po- in stocks under $5 
tential of $4 per share should be com- 


fortably exceeded in 1959. True, earn- Experienced investors know that the fastest method for building a for- 
ings declined in 1957 to $3.12 per tune in the stock market calls for intelligenc e, careful researt h, and the 
share from $3.92 in the previous year. courage to buy stocks at depressed prices. We specialize in uncovering 
But this largely reflected non-recur- these unusual situations—stocks of HIGH-GRADE companies that ar 
ring factors, the most important of well-managed, have good earnings prospects, yet are overlooked by th 
which was a four-month strike. Fur- average investor. Now you can get revealing reports on suc h “hidden 
thermore, some of last year’s problems | value” stocks, many selling under $5. 
re —— oe year's panes FREE TRIAL OFFER: Just send name and address on a postcard 
pancnthe pieced coisa or mail coupon below—for a free one-month trial subscription. Sec 
from a product realignment program, for yourself how you may benefit from stocks that can show impressiv 
ete. tncidantelie. the curcent dbdend | profits on just a small investment. The recommendations you receive 
ia Rial On “es és ceaitiieas tie Mite are impartial. We are not an investment dealer or broker, and no sales 
liberalization. International Telephone | man will call. 
is one of the few electronics compa- 
nies available on a conservative earn- 
ings yardstick. 

The chief trouble with all the tang- | Name 
ible factors that can be cited is that 
they are not particularly newsworthy, Address 
and it takes a surprise to make a new 
stock price trend. The only “surprise” 
in the present outlook would be a 
business recovery which either falls 











Selected Securities Research, Dept. F-65, Seaford, New York 
Send me your SSR Reports for | month's FREE trial 


short of current expectations or pos- | NOW EARN SAVINGS BY MAIL 


sesses far more vigor than now is gen- 


ape : roatiaa taht Start earning more today wit 
erally anticipated. Whichever way anneet '@) safer ar Mawade’s tate 
the ball bounces, the answer won't be rate 


Savings and Loan Association 
at hand for perhaps a month. We are paid Thousands of save-by-mail 
entering a period which could repre- | quarterly tie] To yraedlrseegge 7 Beemer pe fg 
sent a time for major market decisions. - le. pre-paid. Funds are am nee 
The die soon will be cast as to whether WITH SAFETY : . 15th of any month earn from 
the earnings arithmetic of the busi- ee a : [ the Ist 
ness upturn leaves stock prices want- saan SSeS le ile 
ing more statistical support. ruos FIRST WESTERN SAVINGS Association 

Meanwhile, two inter-related points Pa. 9 118 So. Fifth Street - Las Vegas, Nevada 


must be considered: 1) The problem Nevada's Largest...So. Nevada's Oldest 
today is not the Middle East but the 


solvency of our nation. The inflation- 
ary psychology has been getting out 1 Armco 


of hand and something must be done ) Bethlehem 5 FEL S O KS 
to revive confidence in the govern- Lee I if a ~~ a 
ment bond market. 2) A change in [) Republic "b k A A” fi > 
the stock price trend probably will | [ ys.stet @ Dreak-througn to new protits: 
not come about until there is a change 
in speculative psychology. In this con- WOR sivedinstnes ein 0% eines Gneth, Goneet Gates thatnens, 2.8% con in cow ot 
nection, the question of whether the | marked uptrend in the technical position of steel shares over the past 2 months, the 
& " P dustry may have a few pleasant surprises in store for its ee co December 
FRB policy of restraint will cool Two stocks may reap maximum profits from these new ¢ opments. One, an indust1 
. . l . j earned a full 21% on sales during the critical first quarter th is year. A second up bs 
speculative sentiment and slow busi- since mid April, expects a sharp sales boost this fall in the light of automotive developments 
ness recovery will be answered short- Act Now to receive this special industry-wide survey plus the IR 6 page weekly market report 
ly. These are some of the unknowns for the next 5 weeks. Just mail $1 with coupon below. New subscribers only, please 
which may trouble the market after “ - 
J y _ , 
Labor Day, and there is the threat of INV ST ORS R ESE ARG H”*™ 
at least temporary disillusionment. auaane (Dept. F57) 
In a word, short of a new inflation- 922 Laguna Street Please airmail Special Bulletin 
> ® fe) \ Ss B: I C lif ing 14 steel stocks plus 5 week 
ary stampede, the chances of a major | : Fy 47 NG Santa Barbara, Calif. 
advance from the 510 level seem 7 Name 


account holders currently earn 


subscription. Enclosed is $ 
RESEARCH 


rather slight. A pause for refresh- ng stew pee i i aa 
ment may well be in order. cnn Alan tll Mn me 1 
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IS NOW THE TIME 
TO SPECULATE 
IN WARRANTS? 


A well-timed speculation in warrants 
at very low prices can offer you big 
profits even a small fortune in a 
short time. Here are two examples of 
‘leverage’ gains offered by warrants 
while $100 in Tri-Continental's stock 
wus growing to $1,623 in 48 months, 
$100 in Tri-Continental's warrants grew 
to $17,200 or 10.6 times as much 
An 1 while $100 in Hoffman Electronics’ 
stock was growing to $2,267 in 24 
me nthe $100 in Hoffman |} lectronics’ 
warranis grew to $50,000 or 
times as much. As you can see, $100. in 
warrants (especially at low prices) can 
lo the work of $1000 or even $2000 in 
growth stocks. Now many warrants ure 
low-priced once again. And our Editors 
in a new Special Report select for vou 
“8 Very Low-Priced Warrants That 
Can Make You Big ‘Leverage’ Profits”. 
A copy of this new Warrant Keport is 
yours as a special bonus now when you 
send just $1 (new readers only) to try 
our unique advisory service “The Growth 
Stock Letter’ for the next two weeks 
Mail this ad with your name and address 
and $1 today. Send to Dept F-13 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 81, MASS. 


EARN | | 
EARN | 6.76% 


A time-tested cumulative participating pre- 
ferred stock © Dividends increased every year 
since 1946 @ An essential business. steadils 
growing in size and earnings. Price about $6.50 
per hare 

ALBERT J. CAPLAN & CO. 

Members: Phila.-Balto. Stock Exchange 

Boston Stock Exchange (Associate) 

1516 Locust St., Philadelphia 2, Pa. 
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BOOK MANUSCRIPTS 


CONSIDERED 
by cooperative publisher who offers authors early 
publication, higher royalty, national distribution, 
and beautifully designed books. All — wel- 
comed. Write, or send your MS direct! 
GREENWICH BOOK PUBLISHERS, Inc. 
Atten. MR. MELLON, 489 i Aa AVE. 
NEW YORK 17, N. 








CONSOLIDATED 
CEMENT 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors of Con- 
solidated Cement Corporation 
has declared a quarterly divi- 
dend of 20 cents a share on the 
company’s common stock pay- 
able September 30, 1958, to 
stockholders of record at the 
close of businessSeptember 15, 
1958. The stock transfer books 
will remain open. 


HOWARD MILLER 
Treasurer 


August 15, 1958 














INVESTMENT POINTERS 


by J. DONALD GOODWIN* 


Stocks For Purchase 


WitH THE Dow Jones averages and 
many of my favorites steadily reach- 
ing new highs it becomes increasingly 
difficult to select good stocks for long- 
range holding at prices which offer 
value. However, I consider the fol- 
lowing still attractive: Atchison, To- 
peka & Santa Fe, one of the finest 
railroads in America, with the main 
route running from Chicago via Kan- 
sas City to Los Angeles and San 
Francisco, and an additional south- 
ward to Galveston, Texas. Oper- 
ations cover some 13,076 miles of 
track and serve practically all of the 
southwest. Important freight items 
include: petroleum products, citrus 
fruit, wheat, lumber, chemicals, autos 
and parts. Through its wholly owned 
Chanslor-Western Oil and Develop- 
ment Company, the company has im- 
portant holdings in oil, land, lumber, 
coal, mining and other interests with 
the result that more than 10% of 
profits come dividend income. 

Finances are strong with cash items 
amounting to $104.3 million at the 
end of 1957. Working capital has in- 
creased largely due to reduced capi- 
tal spending. During the last two 
years the stock declined from 3458 to 
17%, reached last November. Since 
then, it has recovered to 24% and is 
now around 22. Earnings for 1958 are 
being estimated at around $2-$2.15 
per share so that the current 30c 


from 


quarterly dividend 

would appear to 

be safe. Continu- 

ation of the 20c 

cash extra would 

also appear to be 

a good possibility. 

The yield on the 

current price should be between 5.5% 
and 6.3% depending upon payment of 
the extra. I consider Atchison most 
attractive for income and long range 
appreciation. 

Babcock & Wilcox, the 
largest manufacturer of steam gener- 
ating equipment, also produces tube 
steel products and refractory prod- 
ucts. Sales to public utility and in- 
dustrial plants and marine service ac- 
count for about 60° of sales. Atomic 
energy equipment is also produced and 
is expected to play an important part 
in the company’s future. In this con- 
nection, it is interesting to note that 
the AEC awarded the company a $9.8 
million contract for the nuclear reac- 
tor to be used in the first atomic-pow- 
ered merchant ship. Experimental 
work is also being done on a liquid 
metal fuel reactor. 

Finances are good, with a ratio of 
current assets to current liabilities of 
3.9 to 1. Capitalization consists of $32 


country’s 


*Mr. Goodwin, a partner of Joseph D 
Goodman & Co. of Philadelphia, is a guest 
columnist for Joseph D. Goodman, who is 
on vacation 
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pe in funded debt, and just over ’ 
.000,000 shares fe k. | 

Earnings ae ee ante ae DON T MAKE ANOTHER TRADE 
tially below last year when $2.80 per UNTIL YOU HAVE READ 


share was earned. Nevertheless, I be- “How to Trade Commodities for Profit” 


lieve the current annual dividend, che SAEERt knows and the novice will soon learn the need for guidance and know-how 


$1, plus 4% in stock, will be main- | Among the important subjects covered in our book “HOW TO TRADE COMMODITIES FOR 


tained. Incidentally, with the excep- | @ An cxplonation of what causes Commodity 


: i ‘ +s Price Trends; 
tion of the year 1939, dividends have @ How the market may be measured to de- @ How you will know when Sellers ore 
been paid each year since 1881. Pros- | termine the trend of prices; stronger and the Trend is Down; 
a male You will enjoy the background materia! about the Commodity Market . . . what makes it tick 
pects for capital appreciation appear | — its part in our economy 
. : } twenty-two year study of Buyi Selling in the De Jones Commodity Futures Index 
especially good inasmuch as the power complete with charts and equamantary oe eee ope eee ane — 
j ty — - 7 : : | Space does not permit complete elaboration of the wealth of information contained in this book 
“pe sage to quadruple ry ee you will be interested to know it explains how you mav adapt commodity trading t our 
y 75. rice ra e sin ’ 19 * nvestment program 
. ng ce 56, 4 Send $1.00 to Dept. 101 for your copy today and we will also send you free of charge 3 weeks trial 
now around 30. At the end of July of our Special Weekly Commodity Service, and our profit record for wheat and soybeans for the 


this year 63 institutions owned this eS eee MARKET RESEARCH ASSOCIATES 
stock. 108 South Los Robles, Pasadena, California 

General Refractories’ earnings this 
year are expected to be substantially 
below the level of last year’s $5.58 per 
share, due to the low operating rate of 


a 
the steel industry, the company’s chief 9 
customer. With a recovery presently | oe 
under way and with a further pick-up 
indicated in steel orders this fall, the In the first place, why should you care? Well, warrants have shown far greater 
company’s earnings should show some | appreciation than any other type of stock in past markets and probably will do 
improvement by year’s end. The so again. For example, in the past decade, the common stock warrants of Atlas 


j + en dont ieee ot Corp., Tri-Continental, Richfield Oil, United Corp., and R.K.O., to name some, 
company nas just increased prices on showed $500 investments appreciating to as much as $100,000 in a few years! 
some of its refractory products. 


The stock has declined from a high WHAT IS A WARRANT? A warrant is issued by the company itself giving 
of 53% reached in 1956 to a low of you the right to buy company stock at a certain price for a specified period of 
31 last fall. Since then it has rallied time, which may be | year, 5 years, 10 years or with no limit at all, some war- 
60 39% and is new areund 38. whee rants being perpetual (such as Tri-Continental). To see how such warrants can 

. ’ become very valuable look at the R.K.O. chart. In 1940 R.K.O. reorganized and 
the yield is 5.2% on the present $2 warrants were issued which gave the right to buy R.K.O. common stock at $15 
annual dividend. A 5% stock extra per share at any time up to 1947. In 1942 R.K.O. common stock was selling 
was also declared during the last two around $2.50 and with general pessimism rife, the warrants were selling on the 
years. N. Y. Curb for 614 cents. Obviously few expected R.K.O. to sell above $15, 
. where the warrants would begin to have actual value. How the picture changed 

Through the years, management in 4 years! As we see in the chart, R.K.O. common advanced to $28 and the 
consistently has kept the company’s warrant being the right to buy at $15, was selling at $13. 
finances in excellent condition and a ——= 

: . 1942] 1943] i944] 1945 ]1946 Why is a warrant so unique a vehicle for apprecia- 
this has been done despite a record us. = i. tion? When R.K.O. common went from $2.50 to 
amount of capital spending as the a ; | laf $28, a $500 investment went to $5,625. When R.K.O 
modernizing of plant facilities has ; tH warrants went from 6'ic to $13, the eame $500 

. + } ' t+ investment went to $104,000. The warrant appreci- 
continued. Current assets on last + pt degp tal sj *palil } ated 20 times as much as the common! 
December 31 amounted to $29.1 mil- Taararyt t t 

‘ 0 ss hie What about warrants in this market—today? There 
lion against current liabilities of $7.8 + + + + are more important long-term warrants actively 
million. Capitalization is moderate, 

consisting of $12.5 million in funded 
debt and 1,388,679 shares of common 
stock. The company is the second 


@ How you will know when Buyers ore in 
command and the Trend is Up; 
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trading today than at any time in the past 20 years 
Among them are the warrants of General Tire & 
Rubber, Mack Trucks, Alleghany Corp., Sheraton 
Corp.. Atlas Corp., Armour, Kerr-MeGee, Molyb- 


+ 











} 

| 

| 

# i | me . a of | denum Corp. of Amer., Sperry Rand, Symington 

largest producer of fire brick and nen ne 

other heat-resisting materials for lin- 

ing boilers and furnaces. I consider 

“GRX” a most attractive purchase as they are, how they may be profitably bought and sold, and what warrants trade 

I believe the long-range demand for in today’s market. He must study all of this carefully because in the hands of 
aE Sl Rene the uninformed, warrants hold at least as much danger as promise. If you 

the company’s products will grow im- 


= Wayne and Tri-Continental, to name just a few 


Every investor interested in capital appreciation should know what oppor- 
tunities exist in warrants. He should know why warrants are issued, exactly what 


“ are interested in capital appreciation, the best $2 investment you can make is 
portantly and that the company’s in purchasing a copy of 

management will do as good a job in 

the future as it has done in the past. THE SPECULATIVE MERITS OF COMMON STOCK WARRANTS 
This company is very capably run and By Sidney Fried 

I regard it highly. 

Koppers Company has declined This book has earned the highest praise 
Daraie tr a hi h £ 74% reached from some of the best minds in the se- 
snarply rom a ig or ( 2 reacne curities field and from a host of average 
in 1956 to 33 at the end of last year investors for its clarity of style and the 


P ie icin wii : worth of its information. It gives you the 
and has since recovered to 43. It is whole story of the common stock war- 
now around 40. Earnings reached rant. It also contains a full description of 
& Dano, ft Fe .« _" more than 100 outstanding warrants, and 
$5.01 a share in 1956 and declined to | Danitinn ¢ cuted te Gai Ge ee 
$3.86 a share last year. A further de- | take advantage of current opportunities 
af . ~ @ | in warrants in today’s market. For your 
cline to around $2.50 or $2.80 a share copy, fill in the coupon, attach $2, and 
is indicated this year, so that the cur- | mail immediately. Or send for free de- 
rent $2.50 annual dividend which has cemipeive Senter. 


R. H. M. ASSOCIATES, re “I 
220 Fifth Ave., N.Y. 1, N.Y. RHV, 
Attached is $2. Please send me The 
—- Merits of Common Stock 


farrants"” by Sidney Fried, together 
with Supplement. 


NAME 


STREET 
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WARNING TO 
AMBITIOUS MEN 


from The 
Wall Street Journal 


The next five exciting years will be filled 
with opportunities and dangers. 

Fortune will smile on some men. Dis- 
aster will dog the footsteps of others. 

Because the reports in The Wall Street 
Journal come to you DAILY, you get the 
fastest possible warning of any new trend 
that may affect your business and your 
personal income. You get the facts in 
time to take whatever steps are needed 
to protect your interests, or to seize 
quickly a new profit-making oppor 
tunity. 

If you think The Wall Street Journal 
is just for millionaires, you are WRONG! 
The Journal is a wonderful aid to sal- 
aried men making $7,500 to $25,000 a 
year. It is valuable to owners of small 
businesses. It can be of priceless benefit 
to ambitious young men who want to 
earn more money. 

The Wall Street Journal is the com- 
plete business DAILY. Has largest staff 
of writers on business and finance. The 
only business paper served by all three 
big press associations. It costs $24 a year, 
but you can get a Trial Subscription for 
three months for $7. Just tear out this 
ad and attach check for $7 and mail. Or 
tell us to bill you. Address: The Wall 
Street Journal, 44 Broad St., New York 
oe ® f FM-9 











232nd consecutive 


QUARTERLY DIVIDEND 


cAmount: 50 cents per 
common share 


“Date of Record: 
SEPTEMBER 5, 1958 

“Date of Payment: 
SEPTEMBER 30, 1958 


E. J. DWYER 
Vice-President & Secretary 
AUGUST 6, 1958 


THE ELECTRIC 
> STORAGE BATTERY 
COMPANY 


AM ERICAN 


Cement 


CORPORATION 


DIVIDEND 
NOTICE 











The Board of Directors has 
this day declared a quarterly 
dividend of 25¢ per share on 
the Common Stock, payable 
October 1, 1958, to share- 
holders of record September 
12, 1958. 

J. H. ASMANN 


Vice President 
& Treasurer 


August 6, 1958 


BMARKET COMMENT 


by L. O. HOOPER 


What Is Inflation? 


THis word “inflation” seems to mean 
different things to different people. 
Most people will say that inflation 
simply means rising prices. Actually, 


| it seems to me that inflation is one 
| cause, but not the only cause, of rising 


prices. We can have rising prices in 
individual items without inflation; 
and, conversely, we can have inflation 
(at least over short periods) without 
rising prices as in 1927-1929. Broadly, 
it seems to me, inflation is a cause— 
and rising prices are a result. 
Strictly speaking, inflation results 
only when money is made cheaper, 
more easy to get, more plentiful, 
larger in amount as against actual ex- 
change needs. Ancient kings inflated 
by “sweating” coins. Before modern 
banking systems were so thoroughly 
developed, and such a large portion of 
settlements was made by check, in- 
flation was accomplished by actually 
printing money (as in the Civil War): 
Now we accomplish the same purpose 
by “creating” bank credit. The Gov- 
ernment borrows from the Federal 
Reserve Banks or the commercial 
banks, issues checks against the loans, 
and the checks are used to pay for 


| goods, services and commodities. 


That’s “modern” inflation. Its effec- 


| tiveness is not uniform. There are 


times when people employ the avail- 
able money more actively than others. 
The “velocity” of turnover varies. 
When the money turns over faster, it 
has a bigger effect on prices. When it 
turns over slowly, as in the mid-1930s, 
it has a lesser effect. Furthermore, 
the incidence of inflation may vary 
from one segment of the economy to 
another. That depends on what people 
use the money for. The corporations 
may use it to build new plants; the 
public may use it to buy more cars or 
build more houses; or it may find 
rapid employment (as recently) in 
the purchase of stocks either for cash, 


| or on credit. 


Inflation does not repeal or render 
inoperative the law of supply and 
demand. The labor unions have oper- 
ated in a strong supply-demand mar- 
ket in recent years, due to a shortage 
(until recently) of new workers. A 


| free supply of cash has not put up the 


price of copper, because too many new 


| sources of production have been de- 


veloped. This country has a way of 
tending to “drown” inflation with pro- 
duction. It can do this, to a certain 
extent, because, unlike small countries 
in Europe, it does not have to use 
cheap currency to buy basic raw ma- 


terials outside the 

country in terms 

of more solid cur- 

rencies. Our great 

competitive  dis- 

advantage arises 

from the fact that 

our wage costs 

tend to go up faster than in other 
countries. You can see this now in 
Africa’s competition in copper, Ja- 
pan’s competition in textiles and in 
Britain’s and Japan’s competition in 
shipbuilding. 

The purpose of this little sermon is 
to impress people who invest and 
trade in stocks with the fact that 
“inflation” is no simple word. The 
effect of inflation on prices depends 
on many things, and it blows hot and 
cold rather than at an even tempera- 
ture. Psychology plays an important 
part, especially in the stock market. 
The rate of turnover of funds is just 
as important, over extended periods, 
as the quantity of funds. Sometimes 
the incidence of inflation seems to be 
stronger in wages, sometimes in com- 
modities, sometimes in services, some- 
times in stocks. 

Recently, I think, the incidence has 
been particularly strong in stocks. 
Too much money has been pressing 
for employment in equities. The Fed- 
eral Reserve has tried, I believe, to 
slow down the process a little by 
raising margin requirements and in- 
creasing interest rates. Not many 
people have been deterred from buy- 
ing because of their unwillingness to 
put up the additional margin or to pay 
the slightly higher interest rates, but 
there has been a psychological re- 
sponse to a clearly defined “frown” 
on what has been happening in the 
stock market. Probably, if specula- 
tion in stocks continues to gain mo- 
mentum after a rest, there will be 
other “frowns.” Personally, I think 
these “frowns” are good, since they 
keep what otherwise might be a very 
disorderly market more orderly. Just 
don’t get the idea that this inflation 
psychology regarding stocks is an 
even, steady thing. It is an irregular, 
fluctuating influence. It blows hot and 
cold—just as all inflations do. There 
always are many cross-currents. 

It would appear that General Motors 
(44) is about to bring out an unusual- 
ly attractive line of new cars, aimed 
further to increase its share of the 
automobile market. The General Mo- 
tors line already is better accepted than 
at any time in the corporation’s his- 
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tory. While the stock is selling higher 
in relation to earnings than ever be- 
fore, the company no doubt never 
was in a stronger position tradewise. 
With a better automobile year coming 
up, this stock would appear to involve 
rather small risks and definite appre- 
ciation possibilities. Of course, Gen- 
eral Motors does not have as much 
room to improve its position as Ford 
Motor or Chrysler, but is less specu- 
lative. 

In this connection, some analysts 
think the best way to exploit the idea 
of inevitable improvement in the 
automobile situation is through the 
purchase of parts companies, which 
should do well regardless of what 
company’s cars catch on well with the 
public. A desirable parts stock would 
appear to be Eaton Manufacturing 
(50) which pays $3 per annum and 
probably will just about earn it in this 
unusually poor automobile year. 
While the third quarter will be poor, 
the fourth quarter is expected to be 
good. A more speculative parts stock 
which appears to have trading possi- 
bilities is Electric Auto-Lite, the 
management of which is doing a better 
job. 

Twentieth Century-Fox Film (34) 
has several things to recommend it 
right now: a) earnings this year, 
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Prepared by the trained staff of FINANCIAL 
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helped along by high-grossing low- 
cost popular “horror” films, may reach 
$3.25 to $3.50 a share against $2.49 in 
1957 and $2.34 in 1956; b) the company 
has an excellent oil property on its 
old motion-picture lot which is de- 
veloping very well; and c) the com- 
pany has some very desirable real 
estate which it plans to develop into 
residential property. 

Westinghouse Electric (61) is com- 
ing back into favor with conservative 
analysts. This year’s earnings, while 
probably under last year’s $4.18 a 
share, will be much better than earlier 
expected and the improved manage- 
ment is gaining new respect. With all 
this interest in atomic submarines, it 
should be remembered that Westing- 
house is further ahead in atomic pro- 
pulsion than any other company. The 
chances are that per share earnings 
will show a progressive improvement 
over a period. 

The interest in low-priced specu- 
lative stocks has quieted a bit, but 
there is a big potential appetite for 
them. The best values, on the basis 
of assets, are in the textile shares. 
The recent book value of Burlington 
Industries (12) was $26.10 a share: 
Cone Mills (15), $31.66; Dan River 
Mills (12) $19.33: Lowenstein (1412) 
$29.09; J.P. Stevens (22) $49.76; and 


Reeves Brothers (9%) $24.77. The 
industry thinks it is dragging on bot- 
tom, and that the fourth quarter will 
be much better .. . . Other low-priced 
issues which have some appeal are 
Loew’s (18%) because of the nature 
of the buying in it; Glasspar (8%4) 
because of its outstanding position in 
glass fibre pleasure boats and record 
of steadily improving earnings in the 
leisure time field; and Diebold, Inc 
(22) because of its steady growth 
from without and within While 
Cudahy (11%) is more speculative 
than the other packers (all of them 
are speculative enough), its potential 
is definitely challenging for those who 
like larger risks. 

Columbia Broadcasting System 
earned more dollars in the first half 
than Radio Corporation of America, 
and that’s news! Earnings this yea 
are more likely to be in the $3.40 range 
than around $3.15 as some are estimat- 
ing. The stock usually has sold at a 
higher price-earnings ratio than the 
present about 10 times. Favorable at- 
tention called to this 
lower prices. 
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GENERAL 
PORTLAND 
CEMENT 
COMPANY 


COMMON 
STOCK 
DIVIDEND 


The Board of Directors of General 
Portland Cement Company has this 
day declared a quarterly dividend 
upon its Common Stock of 45 cents 
per share, payable September 30, 
1958 to stockholders of record at 
the close of business on September 
12, 1958. The stock transfer books 
will remain open. 

HOWARD MILLER, 


Treasurer 





August 14, 1958 


\. 








PHILADELPHIA ELECTRIC 
COMPANY 


Ch. LJ Q) a 


Dividends of 50 cents a share on the 
COMMON STOCK and 25 cents 
a share on the $1 DIVIDEND 
PREFERENCE COMMON 


STOCK, have been declared pay- 





able September 30, to stockholders 

of record at the close of business on 

September 4, Checks will be mailed. 
C. WINNER 

Treasurer 


——__—___—_-— ———— 











E.1.oU PONT DE NEMOURS & COMPANY 





aU PONT 











Wilmington, Del., August 18, 1958 


The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
@ share on the Preferred Stock—$4.50 
Series and 871/.¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay 
able October 25, 1958, to stockholders 
of record at the close of business on 
October 10, 1958; also $1.50 a share 
on the Common Stock as the third quar- 
terly interim dividend for 1958, payable 
September 13, 1958, to stockholders of 
record at the close of business on August 
25, 1958. 


P. S. pu Pont, 3rpD, Secretary 























2 THE INDIANA STEEL 
= PRODUCTS COMPANY 


35th Consecutive Quarterly Dividend 


The Board of Directors of The Indiana Steel 
Products Company, at a meeting held Au- 
gust 11,1958, declared a quarterly dividend 
of 30 cents per share, payable on Septem- 
ber 10, 1958, to shareholders of record as 
of August 25, 1958. 


ROBERT F. SMITH, President 
August 11, 1958 


LD’S LARGEST MANUFACTURER 
OF PERMANENT MAGNETS 


STOCK ANALYSIS 


The F.R.B. And The Stock Market 


| By RAISING margin requirements for 
| the stock buyer and by approving an 


increase in the rediscount rate of a 


| regional Federal Reserve Bank, the 


Federal Reserve Board officially ac- 
knowledged what Wall Street had 
been saying all along: the recession 


| is over. The industrial production 


index has been improving steadily 


| from its April low of 126 to 133 in 


July, a recovery more vigorous than 
even the few optimists among the 


| economic forecasters had dared to 


predict. 
The Federal Reserve Board quick- 


| ly reversed its easy money policy 


when the prospect of a huge federal 


| deficit coincided with an impressive 
| upturn in business. This combina- 
| tion could harbor a most explosive 


inflation potential, and the F.R.B. de- 
serves credit for its prompt action. 
However, in its eagerness to shift 


| from anti-recession to anti-inflation 


policies, the F.R.B. has permitted the 
bond market to deteriorate to a most 
serious degree. When we want to 
restore confidence in the dollar; when 
we are confronted with the necessity 
of financing a $12 billion deficit; when 
we want to halt the flight from bonds 
into stocks, we cannot allow a situa- 
tion to arise where a U. S. Govern- 
ment bond loses as much as 10% of 


its value within a few months. Re- 


sponsibility for this unnecessary de- 
bacle rests on the F.R.B. 
Nothing is being gained by driv- 


ing bond prices down and interest 


rates up. This doesn’t restore confi- 
dence in the dollar. It merely fright- 
ens bond investors and makes the 
Treasury’s financing of its deficit an 
exceedingly difficult task. Worse yet, 
it jeopardizes the recovery of our 
economy which is not yet nearly as 
robust as the 510 level in the Dow- 
Jones industrial stock average im- 
plies. Present monetary policies 
should be designed to promote a high 
degree of prosperity and to take the 
inflationary sting out of the federal 
deficit. The greater the prosperity, 
the larger the tax revenues, the 
smaller the deficit. 

It is an important function of the 
monetary authorities to sop up sur- 
plus funds and to keep credit suffi- 
ciently tight to prevent its spilling 


| over into purely speculative channels 


and its use for excessive consumption 
on the cuff. But in an economy like 
ours it is essential that credit flows 
normally and at optimum rates. The 
idea that the high blood pressure of 


by HEINZ H. BIEL 


inflation can be 
cured by choking 
the economy is 
absurd. 

A stock market 
column is not the 
place for a discus- 
sion of economic 
policies, but investors should be 
aware of factors that could materially 
affect both the business outlook and 
the stock market. The steep advance 
of the past several months, 75 points 
in the DJ since April, was based 
largely on the confident assumption 
that the recuperative powers of our 
economy, supplemented by the Ad- 
ministration’s anti-recession meas- 
ures, would be permitted to develop 
fully. Neither the increase in mar- 
gin requirements nor the rise in the 
rediscount rate will impede this re- 
covery, but a demoralized bond mar- 
ket could do a great deal of harm to 
the general economy. Whether an 
aggressive campaign will be launched 
to combat the present inflation psy- 
chology is still uncertain. It could 
put a damper on speculative enthu- 
siasm, although it might have the 
opposite effect by making people 
even more inflation conscious. I am 
not turning bearish, but, at least for 
the time being, I prefer a more cau- 
tious investment approach. 

Any company that is doing well in 
an economic “off-year” is deserving 
of a close look. American Motors 
(Forses, February 15, 1958) is an ex- 
ample, but there are many others 
They are comparatively rare among 
the so-called leaders, except in cer- 
tain well-publicized industries, but 
some of the smaller companies which 
are now doing well have a fine record 
over a long period of years, and a 
closer look may not only be war- 
ranted, but also profitable. 

Mansfield Tire & Rubber (21% on 
the American Stock Exchange) is a 
small company in a big industry. 
Most of its business is in the replace- 
ment tire field where it ranks itself 
“among the first three companies fol- 
lowing the four dominant manufac- 
turers in the industry.” However, 
with about 50% of its sales being 
made under private brands to firms 
like Pure Oil, Montgomery Ward and 
Amoco, either on a cost-plus_ basis 
or at a fixed price adjustable to re- 
flect changes in cost, Mansfield may 
be less vulnerable (although perhaps 
less dynamic) than the big four who 
slug it out in free competition. 
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Common Dividend No. 155 


A dividend of 6242 ¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
September 15, 1958, to 
stockholders of record at 
close of business August 
29, 1958. 
C. ALLAN FER, 

Vice President and Secretary 
August 7, 1958 








UNITED CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of Fifty 
cents (50¢) per been 
declared on the Common Stock 
of this Company, payable Sep- 
tember 10, 1958, to stockholders 
of record at close of business on 
August 20, 1958 

C. H. McHENRY 


Secretary 


share ha 











| divisions, 


| dated subsidiary, 
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UNITED FRUIT 
COMPANY 


Consecutive 


Quarterly Dividend 


A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable October 15, 1958, to share- 
holders of record Sept. 12, 1958 
EMERY N. LEONARD 
Secretary and Treasurer 
Boston, Mass., August 18, 1958 y 


The Board of Directors of 


co NSOL CONSOLIDATION 
COAL 
COMPANY 


at a meeting held today, declared a quar- 
terly dividend of 30 cents per share on 
the Common Stock of the Company, pay- 
able on September 12, 1958, to sharehold- 
ers of record at the close of business on 
August 28, 1958. Checks will be mailed. 

JOHN CORCORAN, 

Vice-President & Secretary 
August 18, 1958 











1958 





| offset the new 


|} areas, 


| first half loss. 


competitive advantage 


Mansfield’s smallness is only rela- 
tive; its 1958 volume should exceed 
$60 million. For the first half of 1958 
the company earned $2.14 a share (on 
552,504 shares presently outstand- 
ing), including 69c equity in earnings 
of noen-consolidated subsidiaries. For 
the same period a year ago the total 
was only $1.79 a share. Dividends 
have been paid without interruption 
for more than twenty years and con- 
tinuation of the present $1.20 rate is 
the minimum expectation. 

Smaller in size, but more promi- 
nent in its industry position is Uni- 
versal Match (34 over-the-counter), 
the leading maker of special design 
match books used for advertising and 
promotional purposes. In addition to 
this bread-and-butter business Uni- 
versal Match, directly and through 
wholly or partly owned subsidiaries, 
is the world’s largest maker of ciga- 
rette vending machines; a manufac- 
turer of coin handling devices, coin 
changers, etc., and through its arma- 
ment division makes rocket launching 
and control equipment, etc. 

With this variety of products and 
Universal Match is head- 
ing for record sales (over $40 mil- 
lion) and profits this year. Net 
income, not including the company’s 
equity in profits of a non-consoli- 
should be about $3 
to $3.50 a share vs. $2.62 in 1957. The 
$1.50 dividend amply pro- 
tected and may again be supple- 
mented by a stock dividend. 

The advent of the commercial jet 
plane is near. Unless delayed by 
unforeseeable operational problems 
American Airlines (22) and Pan 
American World Airways (17) will 
be placing their Boeing 707s on regu- 
lar schedules before the end of 1958, 
many months ahead of competing 
lines. Leadership is a tremendous 
asset, and both American and Pan- 
Am have long known how to take 
advantage of their position. 

American has maintained its earn- 
ings fairly well this year despite the 
fact that the decline in passenger 
traffic and the increase in expenses 
were only partly offset by last Feb- 
ruary’s modest fare boost. Another 
rate increase may be granted soon. 

Larger volume should go far to 
“economy” 
the North Atlantic. Aided by highe 
fares in the Pacific and Caribbean 
Pan-Am is likely to show an 
improvement over last year’s net of 
$1.35 a despite the 
Both stocks are specu- 
attractive thei: 
resulting from 
being the first to operate the most 
modern equipment across the Conti- 
nent and across the North Atlantic, 
respectively 


rate is 


fares over 


share, seasonal 


latively because of 
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MACHINE TOOL CO. 
e 
DIVIDEND NOTICE 
The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, payable 
September 20, 1958, to 
shareholders of record 

September 10, 1958. 
G. J. LANDSTROM 


Vice President-Secretar) 


Rockford, Illinois 








August 19, 1958 
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THE FLINTKOTE COMPANY 
New York 20, N. Y. 
QUARTERLY DIVIDENDS 
have been declared as follows: 
Common Stock* 
sixty cents ($.60) per share 
$4 Cumulative Preferred Stock 
one dollar ($1) per share 


Both dividends are payable Sep- 
tember 15, 1958 to stockholders of 
record at the close of business 
August 21, 1958. 

WILLIAM FEICK, Jr. 


Vice-President and Treasurer 
August 6, 1958 
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TEXAS PACIFIC COAL AND OIL COMPANY 
se 
of Ue, 
» 
Cash Dividend \ 
No. 196 
September 5, 1958 ] 
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At the regular monthly meeting held July 


1958, the Board of Directors declared a regular 


quarterly cash dividend of 25 cents a share 


pay 


able September 5 1958, to stockholders 


record at the close of business August 11 


By R. Seibel 


ot 
1958 


Secretary 























57,200 Shares 
$1 par value 
Capital Stock 


A Commodity 
Mutual Fund 


$3.59 


The management buys and sells a 2: 
? broadly diversified selection of com- # 

nodity futures from a list of 18 basic 

-ommodities such as cocoa, cotton, 
i rubber, soybeans and wheat. 


*Offering Price 


8/20/58 





? *Priced at 100/92nd of per share net asset 
: value which varies from day to day. 


Send for free Offering Circular 


FUTURES DISTRIBUTORS 


37-41 Wall Street, New York 5 


























T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


® 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 











| action.” 


THE FUNDS 


HOW TO BUY NO-LOADS 


| Do you want to buy shares in a no- 
| load mutual fund, the kind of fund 
| that levies no sales commission? Some 
| investors 


have been buying them 
through their regular brokers. But 
ordering the shares through your 
broker will probably cost you money 
and possibly get him in trouble. 
Here’s why. Your broker may 
charge you a regular over-the-count- 
er commission or a flat fee for the 
work involved. Reason: since these 
funds charge no sales commission, 
they have no kitty out of which to 
reward salesmen. “We will charge a 


| commission even if the fund charges 


none,” explains one broker, “unless 
the fund itself scratches our back by 
throwing us enough commission busi- 
ness to cover our costs on the trans- 
Only a few brokers will ar- 
range for a client to buy no-load 
shares gratis to keep his good will. 

Now a recent ruling by the power- 
ful Board of Governors of the Na- 


| tional Association of Securities Deal- 
| ers may make it difficult for brokers 


to purchase no-load funds—whether 
they charge for it or not. 
The NASD rules that its members 


| may not deal with non-members. In 
| practice, 
| no-load mutual funds are members. 


few of the two-dozen-odd 
Thus NASDealers who arrange se- 
curities purchases with non-member 
no-loads could be in hot water. 
Actually, this should not stop any- 


| one from buying shares in a no-load 


| mutual fund if the fund is registered 


| for sale in his state. 


With your help... 
The Mentally Ill 


Can Come Back 





Mental Health | 
Campaign 


40 


He can simply 
write to the fund. If it is not eligible 
for sale in your state, the fund will so 
inform you. If it is eligible, they will 
send along a prospectus, application 


| forms and so forth. Your broker can 
| easily get the addresses of the no- 


load funds for you. Or, write to 
Readers’ Service, Forsnes Magazine for 
a list of the names and addresses of 
the no-load mutual funds. 


STILL WAITING 


NEVER people to miss a sales trick, the 
nation’s mutual funders have long 
cast a wistful eye at the tempting but 
untouchable tax-exempt bond mar- 
ket. Tempting because income-tax- 
free state and municipal bonds have 
a lot to offer upper income prospects 
—what with a 3% yield being worth 


| 6% to an investor in the 50% bracket. 


Untouchable because the interest is 
tax exempt only to the first hand that 
touches them. The funds cannot pass 


on the tax exeniption to their share- 
holders; as far as Internal Revenue 
is concerned, the interest is simply an 
ordinary, taxable dividend when the 
fund passes it on to its stockholders. 

Last year, the mutual funders gave 
a gentlemanly push through Congress 
to a bill to allow funds to distribute 
tax-free dividends from tax-free 
bonds. The bill would have made 
possible a whole new category of tax- 
exempt bond funds. Mutual funders 
think they could sell hundreds of mil- 
lions of them. But the bill died in 
committee. This year they dusted the 
bill off again. This time the sell wasn’t 
so soft, but the results were the same. 
There wasn’t any opposition in either 
the House or Senate, but the provi- 
sion was struck out again in confer- 
ence committee along with a tax pro- 
vision that real estate men wanted. 

The blow was a particularly hard 
one to three firms that were ready to 
launch tax-exempt funds the day the 
bill became law. The Bond Fund of 
Boston had already offered to let its 
dealers keep the entire loading charge 
during the initial 45-day selling pe- 
riod and to pick up the tab on inci- 
dental underwriting expenses. Leh- 
man Brothers was so sure of the bill’s 
passage that it went ahead and regis- 
tered with the SEC an initial 1.5 mil- 
lion share offering for its underwrit- 
ing of Boston’s Keystone Tax Exempt 
Bond Fund. Equitable Securities Tax 
Exempt Bond Fund, managed by 
Atomic Development Fund, also stood 
ready to launch its offering. 

Twice bitten by Congressional com- 
mittees, the mutual funders are not 
yet thrice shy. The betting on Wall 
Street is that they will try again next 
year to get their tax-exempt funds 
through Congress. 
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Indexes use weekly closing prices 
Fund indexes assume reinvestment | 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 197 
60 cents per shore; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 46 

27 cents per share. 


The above dividends are pay- 
able September 30, 1958, to 
stockholders of record Sep- 
tember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Sep- 
tember 30. 


P.C. HALE, Treasurer 


August 21, 1958 


Rea 


eeeeeeeeeeeeeerv’o, 


DIVIDEND NOTICE 


i 


Or!, Gas, Chemical and 
% 7 Electrome Equipment 
a ed & Technical Services 


A Growth Company 
Serving 
Growing Industries 


The Board of Directors 
has this day declared a 
quarterly dividend of 
$0.50 per share on the 
common stock, payable on 
September 15, 1958 to 
shareholders of record as 
of the ‘close of business 
September 2nd. 


R. E. REIMER 
Executive Vice President 
and Treasurer 


August 21, 1958 
Dallas, Texas 
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| been in effect since 
| considered absolutely secure. 
| ertheless, I believe the decline in the | 
| price of the stock has largely dis- | 


GOODWIN 





(CONTINUED FROM PAGE 35) 


1951 cannot be 


Nev- 


counted the company’s current diffi- 


| ‘ | 
| culties and the chances are that the | 
| stock is now near or close to bottom. 


| Should the dividend be 


reduced, I 
would consider the stock an excellent 


| purchase for the long pull. Koppers is 
| Mellon-managed and is a leading pro- 
| ducer of crude and refined tar prod- 


ucts and related items. In addition, 


| it also designs and builds by-product 


coke, chemical and other industrial 
plants including blast and open hearth 


| furnaces. 


U.S. Rubber is one of the largest 


| companies in the rubber industry. Tire 
| sales comprise roughly one half of its 


business with the remaining one half 
including other rubber items of all 
kinds such as footwear, hoses and fab- 


| rics, insulated wire, golf balls, foam 
| rubber, clothing, plastic resins, ad- 
| hesives, etc. 


is the 
In addition the 


General Motors 
largest customer. 


| company owns 85,000 acres of rubber 


trees in Malaya and Sumatra. In all, 
35 plants are operated in the United 
States, 8 in Canada and 21 in other 
foreign countries. The company has 


just joined up with a large Italian | 


chemical company to make and sell 


_ U.S. Rubber’s chemicals in Italy. 


Last fall, the management an- 
nounced plans to spend at least $120,- 
000,000 on research and development 


| during the next five years with the 
| following objectives—‘the 
| ment of super-safe passenger car tires, 
| bridging the gap between rubber and 


develop- 


metals, and applying atomic energy 
to the rubber industry.” Worthy ob- 


jectives indeed! 


Earnings this year in all probability 


| will decline from the $4.27 per share 


earned last year to an estimated $2.50- 
$3 per share. In my opinion, this ap- 
pears to have been already discounted 
in the price of the stock, which de- 
clined from a 1956 high of 60% to a 
low of 30% last December. For the 
past nine months, the stock has 
held in the low to middle 30s, and 
only recently has it given any in- 
dication of moving up from this 
area. It is now selling around 38, 
where the yield is 5.2% on the cur- 


| rent $2 annual dividend, which was 


supplemented by 2% in stock last 
year. U.S. Rubber would appear to 
offer an excellent opportunity for sub- 


| stantial capital gains over a period of | 


time, and purchases are suggested at 
the market and on reactions of several 


points, should they occur during the 


period ahead. 





—10 DAY FREE EXAMINATION— 


THE HOW ano WHY or 
INVESTMENTS 


PRINCIPLES, PRACTICES 
and ANALYSIS 





by DOUGLAS H. BELLEMORE, 
Head of Finance Dept., Boston University 


THis BIG VOLUME points up for you 

the investment problems arising 
today with particular emphasis on 
price as the most important factor you 
have to consider to make wise invest- 
ment decisions from here on. Tells you 
when not to buy "growth" stocks. Points 
out the weaknesses of the Dow Theory 
and other technical forecasting de- 
vices. Explains in full the foolproof 
methods of successful timing techniques 
you can use to avoid buying at the 
peaks. Supplies valuable guideposts to 
investment planning for the individual, 
as well as the institutional buyer. 


Discusses each and every class of se- 
curity, including mutual funds, with 
specific tests for evaluating each. De- 
votes the last 13 chapters, a veritable 
book in itself, to security analysis with 
many actual examples of professional 
analyses. This section should prove in- 
valuable to the sophisticated investor, 
fund manager, institutional buyer and 
professional analyst. 


The 198 charts and tables make it 
one of the most comprehensive invest- 
ment books published. 


Endorsed by Leading Colleges such 
as: Boston College, C.C.N.Y., lowa 
State, Loyola, Oklahoma, Texas, 
Washington and Lee, etc. 


FORBES INC. 
70 Fifth Ave., New York 11, N. Y. 


Plea e rush me Protessor Bellemore's book 
“INVESTMENTS” on approval. Within 10 
days I will either remit $10 (plus postage and 
handling) or return the book and owe nothing. 
(On N.Y.C. orders please add 3 


J-1027 


for sales tax.) 


NAME 


(Please Print) 


ADDRESS 


CITY ZONE STATI 


Check here if you remit $10 (saving postage 
and handling charges). Same 10 day refund 
privilege. 








ON THE 


TH 0 U G HTS BUSINESS OF LIFE 


Labor organizations are like other 
organizations, like organizations of 
capitalists; sometimes they act very 
well, and sometimes they act very 
badly. We should consistently favor 
them when they act well, and as fear- 
lessly oppose them when they act 
badly. I wish to see labor organiza- 
tions powerful; and the minute that 
any organization becomes powerful it 
becomes powerful for evil as well as 
for good; and when organized labor 
becomes sufficiently powerful the 
state will have to regulate the collec- 
tive use of labor just as it must regu- 
late the collective use of capital. 

—THEODORE ROOSEVELT. 


Men well governed should seek 
after no other liberty, for there can 
be no greater liberty than a good 
government. —Sir WALTER RALEIGH. 


Combinations of wickedness would 
overwhelm the world by the advan- 
tage which licentious principles af- 
ford, did not those who have long 
practiced perfidy grow faithless to 
each other. —SAMUEL JOHNSON. 


Never take counsel of your fears. 
—ANDREW JACKSON. 


By audacity, great fears are con- 
cealed. —LUCAN. 


The object of living is work, expe- 
rience, happiness. There is joy in 
work. All that money can do is buy 
us someone else’s work in exchange 
for our own. - There is no happiness 
except in the realization that we have 
accomplished something. 

—HeEnry Foro. 


The use of money is all the advan- 
tage there is in having money. 
—BENJAMIN FRANKLIN. 


I have but one lamp by which my 
feet are guided, and that is the Lamp 


of Experience. —Patrick HENryY. 
We must be strong; we must seek to 
preserve our economic health and 
assist world recovery; we must define 
our objectives in terms of reality 
rather than in terms so extended that 
our power for good is diffused and 
wasted. And if we do all these things, 
while we must indeed face the future 
with a clear view of its possible perils, 

we need not quail before it. 
—DExXTER PERKINS. 


We sometimes learn more from the 
sight of evil than from an example of 
good; and it is well to accustom our- 
selves to profit by the evil which is so 
common, while that which is good is 
so rare. —BLAISE PASCAL. 


B. C. FORBES: 


“If I had been getting any 
glory out of it, I probably would 
not have bothered about the 
amount of my pay. But as I was 
getting neither money nor glory, 
naturally I quit.” That state- 
ment was made by a conspicu- 
ously successful president of an 
important company when I asked 
why he left the concern he for- 
merly worked for. He added: 
“There are two things you can 
get men to work for, money and 
glory—or, you might call it 
credit. But if you give an able 
man neither any money to speak 
of nor any credit or glory for 
what he accomplishes, then you 
cannot hope to hold him. Lots 
of men are really more anxious 
to win credit, to win a reputa- 
tion, than to jack up their sal- 
ary.” This contains a suggestion 
for a good many directors and 
a good many employers. If you 
have a star, go to the limit to 
keep him. Any employer can 
afford to pay the salary a man 
is capable of earning for him. 
Whether a man is high-priced 
or low-priced is not to be meas- 
ured by the size of his salary 
check, but by the profit his 
services bring. 


A thought may be very commend- 
able as a thought, but I value it chief- 
ly as a window through which I can 
obtain insight on the thinker. 

—ALEXANDER SMITH. 


One’s self-satisfaction is an untaxed 
kind of property which it is very un- 
pleasant to find depreciated. 

—GeorceE E ior. 





The trail of business progress is 
littered with the debris of outworn 
management devices. . . . Plans, sys- 
tems and concepts have a rate of 
obsolescence just as does a piece of 
machinery. Originally serving 
appropriate purposes, they tend to 
become encrusted with habit and 
tradition to a point where they ac- 
tually become deterrents to fresh 
thinking. —M. P. McNarr. 


All progress is based upon the uni- 
versal innate desire on the part of 
every organism to live beyond its in- 
come. —SAMUEL BUTLER. 


There is a certain blend of cour- 
age, integrity, character and princi- 
ple which has no satisfactory dic- 
tionary name but has been called 
different things at different times in 
different countries. Our American 
name for it is “guts.” 

—Louis ApDAmIc. 


Every age has its problem, by solv- 
ing which, humanity is helped for- 
ward. —Hertnricu HEINE. 


You can’t escape the responsibility 
of tomorrow by evading it today. 
—ABRAHAM LINCOLN 


Laws should be like clothes. They 
should be made to fit the people they 
are meant to serve. 

—CLARENCE Darrow. 


One of the penalties of success is 
fatigue. —Dr. LEumMAN WavuGH 


Anticipate the difficulty by manag- 
ing the easy. —Lao-TzE. 


A fundamental principle of educa- 
tion should be to make the pupil real- 
ize the meaning of excellence, of the 
first-rate, and to send him out of 
school and college persuaded that it 
is his business to learn what is first- 
rate and to pursue it—not only in the 
job by which he earns his living but 
in all the great fields of life and, above 
all, in living itself. 

—Sir Ricuarp LIVINGSTONE. 


More than 3,000 selected “Thoughts” 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. 








A Text... 


Sent in by A. M. Jensen, Castro 
Valley, Calif. What’s your fa- 
vorite text? A Forbes book is 
presented to senders of texts used. 


There is that scattereth, and yet increaseth; 
and there is that withholdeth more than is 
meet, but it tendeth to poverty. 


—Proverss 11:24 
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SYLVIA WILKS GETS A NEW YORK WELCOME! 


The new Syleva Wilks. first fireboat Harbor when she recently joined the vessel 
to be named for a woman, got a Hoating fire depart- need 
typical VIP welcome in New York ment. 


design characteristics 


world’s largest 
She embodies ; lot. ol 


equipment whicl 
the best fireboats in 

For example she is relatively sn 
feet. But 


SI] 


as fireboats go. only 10 


gives her maneuverability not po 


sessed by the other boats of the flee 

She’s powered by four turbo-charged 
Enterprise diesel engines equipped 
with Bendix® fuel injection—t 

each for propulsion and pumping 
| his setup gives the boat full pump- 
ing power al all tu In Contrast to 


Lt. John Collins, supervising engineer, Marine Division , many fireboats i pumping 
New York Fire Department, checks on one of the four mec hanisms tal 
Enterprise diesel engines with Bendix 


power the Sylvia Wilks 


fuel injection which 
the propulsion { 


A thousand products a million ideas 
AVIATION CORPORATION 
Fisher Bidg., Detroit 2, Mich. 





“because it's there!” 


Asked why he risked death to climb a dangerous peak, 

a famous mountaineer replied, Because it’s there!” 

Wherever a challenge exists, Man will accept it. 

Natural gas, for example, was once available only to the few. 

Then, men of imagination found the way to transport it over long distances. 


Today, through the pipeline, all America enjoys heat, 
power, energy it had not known before. 


From natural gas and oil... heat, power, petrochemicals 
that mean ever wider service to man. 


TENNESSEE GAS TRANSMISSION COMPANY 





AMERICA'S LEADING TRANSPORTER OF NATURAL GAS 





